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PLAN NOW TO ATTEND AMA's 


MIDWINTER PERSONNEL CONFERENCE 


13-15 Tue Patmer House. Cuicaco 


FEBRUARY 


So many and so varied are the facets of the modern personnel executive's job that 
it is often difficult to see the complete picture for the multitude of pieces. AMA's 
programs, based on the myriad ‘‘pieces’’ expressed by its thousands of members 
through correspondence and discussion, are planned to present a complete and inte- 
grated picture—the solution of specific problems, the interrelation of these problems, 
and the further relation of personne! activity to the broader scene of our social and 
economic life. For personnel administrators, the Midwinter Personnel Conference will 
include discussions of such key topics as: 


program to cope with human relations problems 
involving personal anxieties and emotions) 


Preserving the human factor in mass relationships 


The fact-finding concept of labor relations 


Development of an employee activities program 


Social and economic impact of the pension trend 


is management losing the American worker? (a 
The shifting currents of labor politics ponel) 


Communication—is management getting its story Administration of employee benefit programs (or- 
across? (latest trends in film techniques) ganization, merchandising the program) 
A management approach to the problems of indi- Effective use of the role-playing technique 


vidual adjustment (A case history: For the first 
time Eastman Kodak Company tells of its new 


Management's stake in community relations 


Featured also will be the Personnel Workshop Exhibit and, for the first time, a ‘Film 
Workshop" which will display the latest techniques in this valuable medium of training 
and communication. 


PERSONNEL WORKSHOP SEMINARS 


The Personnel Division's second series of intensive discussions 
will be held following the general conference—Wednesday-Friday, 
February 15-17, The Palmer House 


® Ten discussion groups, registration limited @ 
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GENERAL MANAGEMENT 


ENTIMENT of most people who have 
S tried to size up the year ahead seems 
to be: 

Nineteen hundred and fifty should be a 
good year, not quite as good as 1949 and 
almost certainly not equal to the levels 
set in 1948. 

A year ago we still had several im- 

rtant sectors in the economy with sub- 
stantial backlogs of demand—large un- 
filled orders—automobiles, steel, and a 
few others. Because of production loss 
created by steel, coal, and other strikes, 
some backlog of demand will be carried 
over into the period ahead. Yet, it must 
not be pair h that these strikes them- 
selves permanently destroyed hundreds of 
millions of dollars of wage and other 
income. 

Despite the 1949 decline in production 
from previous levels, personal income 
has been maintained with a remarkable 
stability, so that income earned by indi- 
viduals in November was just about equal 
to the average earnings of a year ago 

Personal expenditures in the third 
quarter of 1949 in spite of unemploy- 
ment and strikes were almost equal to the 
average levels attained throughout 1948 

our greatest year of prosperity in his- 
tory. This income behavior is not fully 
explicable, but if we can believe the fig- 
ures, it is indeed a remarkable perform- 
ance 

Corporate profits after taxes are down 
more than 25 per cent. A larger propor- 
tion of corporate earnings is being paid 
out in div id nds. 

Consumer prices have remained fairly 
stable with a slight downward trend. The 
of wholesale prices in the 
last several months. 

The stock market currently has a favor- 


same is tru 


What About Business in 1950? 


able coloration for the period ahead. Ex- 
perts are uncertain whether the recent 
rise is due to an anticipation of better 
earnings for 1950, or merely a correction 
of prior overcaution, but it is more likely 
the latter. 

Agricultural prices, by and large, are 
resting on or close to floor levels. 

The fourth round of wage increases 
has been moderate, but added to the pen- 
sions and social insurance costs agreed to 
and about to be agreed to, it is difficult 
to see any great decline in costs for 1950. 
This added to agricultural artificial price 
a? does not indicate any great breaks 
or the consumer in the year ahead. 

The continuation of high taxes and 
government expenditures leaves little 
room for price 

The construction industry probably 
will continue turning in its remarkable 
performance. Housing starts in the last 
three months for which we have data 
have run substantially ahead of both 
1947 and 1948, in a season when starts 
normally decline. The year 1949 may 
turn out to be our biggest year in resi- 
dential construction in history. Because 
of the recent high level of starts, a large 
backlog of construction-in-progress is be- 
ing carried over into 1950. 

Plant and equipment expenditures in 
1950 probably will be substantially down 
from the previous year. Public construc- 
tion will be up moderately. 

On net balance the construction in- 
dustry is expected in 1950 to equal ap- 
proximately 95 per cent of 1949. 

Farm income, shrinking somewhat in 
1949, will continue to do so moderately. 

Jobs will be a little harder to get in 
1950 than in 1949 


On the financial side, most of the 
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market indicators are pointing upward. 

Installment credit, $10.2 billion, is up 
three times over 1929, and approximately 
230 per cent of the 1939 figure, and is 
expanding rapidly. Bank loans, after de- 
clining in the first part of the year, have 
begun to expand again. The money sup- 
ply is increasing. 

The federal budget deficit is rising. 
Since private savings may be less fully 
absorbed by investment in production 
and other facilities, the forthcoming fed- 
eral budget deficits may be financed to a 
greater degree out of money savings 
rather than through the creation of new 
money. 

For this reason the deficit may not be 
as inflationary, in the short run, as some 
have assumed. 


But 


«CHE only exercise I ever get,’’ com- 

j pote Chauncey M. Depew, the 
railroad magnate, as he began to get 
along in years, “is while acting as pall- 
bearer for friends who die from too much 
exercise.” 

Depew, we gather, was talking about 
men like Bill Jones. A former college 
football star, he set out as a young man 
to build a successful business. The effort 
left him no time for play. By the time he 
was 45, however, he had plenty of money 
and an idea that he ought to be getting 
more fun out of life. He recognized some 
changes in himself, of course. His 
friends kidded him about his paunch; he 
would pat it fondly and. say, “Oh, I've 
just got a big chest expansion. It's slipped 
a little, but I'm going to get back in 
shape. I can do it.” The funeral services 
were held a few days later. On the death 
certificate, the doctor simply wrote th 
cause as “heart failure.” Bill had gone 
out with his two boys and some neighbor- 
hood youngsters to play a little football. 
He was going for a sure touchdown when 
he collapsed and died. “It all goes to 
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In the first quarter of 1950 the gov- 
ernment is likely to take more money 
away from the people and business than 
it will turn back into the income stream. 
This deflationary force may be partly off- 
set by the “hotness” of the prospective 
veterans’ insurance dividend. 

Our export surplus is shrinking. De- 
valuation has not had the stimulative 
effect on buying by non-dollar countries 
that was anticipated. 

In sum, the first part of 1950 on net 
balance looks favorable. In the last half 
some of the more bearish factors may be- 
come more dominant so that 1950 may 
close on a less buoyant note than it will 
open. 

—By EMERSON P. SCHMIDT. Business 
Action, December 16, 1949, p. 1:2. 


Play for Fun 


show,” said a friend, “that a man over 
40 shouldn't exercise.” 

On the contrary, physicians and physi- 
cal education experts say that the rocking- 
chair kibitzer is all wrong. You should 
exercise after you pass 40. You will have 
to listen to the experts, however, and 
use some judgment on when you should 
exercise, what kind you should take, and 
how much you can stand. 

Perhaps you'd like to renew your ac- 
quaintanceship with handball, badminton, 
or tennis—all fast and demanding games. 
Can you take it? Dr. Donald B. Thor- 
burn, a member of the New York Board 
of Medical Examiners and himself a 
vigorous athlete at 53, says the answer 
depends on your physical condition. 

“The average business man of 40 or 
more should take stock of himself,” he 
cautions. “He should see hisgdoctor. He 
should have an clectro-cardiogram to es- 
tablish the state of his heart. He should 

heck on his blood pressure, his kidneys, 
his diet. Whether or not he exercises, he 
should cut down on fats. These are trans- 
formed by bodily processes into choles- 
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terol, a substance which lines the blood 
vessels and sometimes pinches them shut, 
causing a fatal thrombosis. 

“For not until you know your limita- 
tions can you plan intelligently on a pro- 
gram of exercise. Unless you've kept 
yourself fit, begin with at least a month 
of calisthenics. If you join a gym class, 
tell the instructor your limitations before- 
hand. Then follow more than one form 
of exercise. If you play tennis, essentially 
a competitive sport, spend a little time 
hiking as well. If you play golf, take up 
some court game. 

“Most important, play for laughs. 
Don't compete, or you'll throw yourself 
too vigorously into a game... . 

The most dramatic evidence of what 
exercise can do can be found in most any 
hospital these days. Go into the surgical 
ward; you will find men less than two or 
three days off the operating table sitting 
on the side of their beds and taking their 
first faltering steps. 

“The longer you lie in bed without 
normal motility, the greater the o me 
tunity for the muscles to become flabby,” 
says Dr. Donald B. Armstrong, vice presi- 
dent of the Metropolitan Life Insurance 
Company in charge of h¢galth and welfare. 
“Your nitrogen balance is thrown off 
kilter; the system is relaxed and inactive, 
and there is more danger of blood clots 
or lung congestion. That's why doctors 
now get their patients out of bed at the 
earliest possible moment.” 

The New York Athletic Club’s 8,000 
members make it the largest establish- 
ment of its kind in the world. A busi- 
ness man’s gym class has been in con- 
tinuous operation for the og 25 years. 
Drop in at 5:30 p.m. any day, and you'll 
discover what a scientifically planned con- 
ditioning program can do. 

For half an hour, 30-year-olds snap 
through cadenced movements to limber 
the muscles, strengthen the legs and trim 
sagging stomachs. Men in their late 40's 
follow the crisp commands of Carl H. 
Davis, the instructor, a business man him- 
self, 57 years old. On an adjoining hand 
tennis court, Dr. George B. McAuliffe, 
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84, goes through two brisk sets of 
doubles, proving that the “sage age’’ for 
exercise never ends. 

“Once you start, don't give it up,” is 
Dr. McAuliffe’s advice. “Always do a 
little exercise. If you have to go on the 
road for a few weeks, do setting-up exer- 
cises in your room. If you gauge your 
sport by your physical condition, you'll 
never need to quit. Look at King Gustav 
of Sweden; he still was playing tennis at 
88.” 

The motto of this elaborate sports in- 
stallation is Moderation. Newcomers are 
turned over to George Multer, the gym- 
nasium supervisor. He starts them out 
riding a bicycle mounted on a platform, 
leads them to weights and pulleys, lets 
them toss a medicine ball back and forth 
16 times, and then sends them around the 
gymnasium, walking one time, jogging 
one time. If fit, they go from this regimen 
to hand tennis for 20 minutes a day. 
This is a miniature form of the sport in 
which no racquets are used. Thence, they 
go on to badminton for ten minutes. 

“It takes a month to put a man in 
shape,” says Muiter. “After that, it's up 
to him to gauge his own physical fitness. 
The thing is to ex- 
ercise. It does more harm than good.” 

The specific amounts of exercise which 
are desirable have been charted by Dr. 
Thorburn, a New York A. C. member, 
and closely associated with its training 
program. Using ten typical sports, he has 
figured out the amount of time for (1) a 
man in normal health, (2) a mild heart 
case, and (3) a man with high blood 
pressure: 

Badminton: Doubles can be played by 
a man in good health for half an hour 
at a time, a total of one hour daily. A 
cardiac case can’t indulge in this game. 
A man with high blood pressure can play 
for 15 or 20 minutes, followed immedi- 
ately by a half-hour rest. 

Bowling: For a healthy man more 
than 40, a two-hour stint on alley or lawn 
is all right. The fellow with the defective 
heart can bowl from 15 minutes to a half 
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hour. The ee can do it one 
hour, roughly, but mustn't get excited. 

Calisthenics: Setting-up exercises, 
while they may strike you as dull sport, 
are suitable for everyone: Healthy man, 
half hour daily. Cardiac case, special, 
limited exercises. Hypertensive, 20 min- 
utes to half hour but quit when tired. 

Golf: It’s suitable for all men more 
than 40. Eighteen hole: daily for the 
healthy; a level course and no more than 
nine holes for the cardiac, and for the 
man with high blood pressure, 18 holes 
a day for fun only. 

Hiking or walking: One hour total ose 
day for a healthy man, and ‘remember 
that you have to walk back.” A mildly 
ailing heart can also take it for an hour, 
but its owner must sit down frequently. 
If high blood pressure is the problem, 
then the maximum is 15 to 20 minutes 
of walking with a half-hour rest after- 
wards. ‘Don’t walk too fast,” Dr. Thor- 
burn cautions. “Speed imposes a strain 
on the system.” 

Horseback riding: One to two hours 
for the hea'thy man, but “no jumping— 
you might break a hip, and bones heal 
slowly after 40.” On a quiet horse, the 
cardiac may ride half an hour; the hyper- 
tensive an hour. 

Skiing: A two-hour stretch is okay for 
the physically sound man. A heart case 
can putter around on the level ground 
only, and should be watched closely. The 
man with high blood pressure can tour 


How Big 


pg someone had predicted in 
1900 that within 50 years the amount 
of goods consumed per person in the 
United States would have risen two and 
one-half times, that nearly four out of 
five children of high school age would 
be in high school, that the number of 
university students would increase four 
times as fast as the population, that 
nearly every family would own an auto- 
mobile, a telephone, and a wireless re- 
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for half an hour in mildly rolling coun- 
try, with no big hills to climb. 

Softball: One hour for the healthy 
man. Not at all for the cardiac case. 
One hour for the hypertensive, but fo 
only in the outfield and lose a 
rather than run around if you get a hit.” 

Swimming: For the healthy man, a 
half hour and then a rest; for the cardiac, 
five to ten minutes if he stays in shallow 
water, and for the high blood pressure 
case, half an hour but not in water where 
the temperature is less than 68 degrees. 

Tennis: Forget the singles unless it’s 
table tennis. A couple of sets of doubles, 
or about one hour, for the healthy man. 
No tennis for the cardiac. If “for laughs 
only,” one hour for the man with high 
blood pressure. 

Sports such as quoits, horseshoes or 
archery are suitable for all groups within 
limits. Bicycling, fishing and hunting, as 
well as rowing and canoeing, can be en- 
joyed by the healthy and to a degree by 
those with high blood pressure. In gen- 
eral, they are ruled out for the defective 
heart except for limited periods under 
supervision. 

“Exercise does not produce health,” 
says Dr. Iago Galdston, executive secre- 
tary of the New York Academy of Medi- 
cine, “but for health a certain amount of 
exercise is necessary.” 

—By GREER WILLIAMS AND HAL 
Burton. Nation's Business, September, 
1949, p. 35:6. 


in 1980? 


ceiving set (the word “radio” would not 
have been understood); and that this 
would be accomplished after paying the 
cost of the nation’s participation in two 
great world wars and while we were 
gradually reducing the workweek from 
about 58 hours to 40. The forecast would 
have been quite accurate, as we now 
know, but anyone making such bold pre- 
dictions would have been regarded as 
irresponsible. 
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At the risk of seeming irresponsible 
and extravagant, I am going to suggest 
that by 1980 the output of goods and 
services of the American economy, which 
was $246.7 billion in 1948, will be at 
least $416 billion (in terms of present 
prices) and that it is more likely to be 
considerably larger—probably in excess 
of $550 billion a year. The lower esti- 
mate would mean an annual output of 
nearly $5,744 per worker (at present 
prices) or roughly $2,377 per capita. In 
1948 the output of goods and services 
was about $4,065 per worker or $1,684 
per capita. This lower estimate is based 
upon four underlying assumptions, that: 
(1) our total population in 1980 will be 
roughly 175 million; (2) the proportion 
of the population in the labor force and 
at work will be about the same as in 
1948; (3) output per man-hovr will con- 
tinue to increase at about the rate that 
has prevailed for several generations; 
(4) the number of hours worked by each 
— per year will be about one-fourth 
ess than now. 

After 1950 the growth of population 
will be held down for about ten years by 
the abnormally small number of births 
which occurred during the depressed thir- 
ties. About 1960, however, the large 
number of births between 1940 and 1950 
will begin to affect the number cf mar- 
riages and hence the growth of popula- 
tion. Population will also be increased 
to a small extent by immigration. All 
these considerations lead to the rough 
estimate that by 1980 the population of 
the United States will be at least 175 
million. 

In 1948 the average number of per- 
sons at work was 41.4 per cent of the 
population. It is reasonable to assume 
that the proportion in 1980 will be about 
the same. This would mean that the 
number at work will be about 72.5 mil- 
lion. The average age at which young 
people enter industry will be higher, but 
this will be roughly offset by an increase 
in the proportion of women in the labor 
force. The drop in the standard work- 
week, in particular, encourages women 


to enter industry. A larger part of the 
population will have passed the age of 
retirement but the proportion who are 
too young to be in the labor force will 
be smaller. 

For several generations output per 
man-hour has been growing by about 2 
per cent per year. If this rate of increase 
continues, output per man-hour in 1980 
will be roughly 88.4 per cent greater 
than in 1948. 

Certainly if output per man-hour con- 
tinues to rise, working hours will con- 
tinue to decrease. I assume that by 1980 
the number of hours worked by the aver- 
age person per year will have dropped 
about one-fourth. That rate would be in 
keeping with the decline of about one- 
sixth in the last 20 years. It would mean 
that by 1980 the 30-hour week would 
be virtually universal, at least outside 
of farming and other occupations where 
the self-employed predominate. 


If the average worker produces about 
88 per cent more per hour than now and 
works one-fourth fewer hours, annual 
output per worker, which was $4,065 in 
1948, will be just under $5,744. If there 
are 72.5 million persons at work the net 
national product per year will be $416 
billion. 


Can methods of production be im- 
proved and equipment increased so rap- 
idly that output per man-hour is raised 
88 per cent in 30 years? This rate, it is 
true, is no faster than the country has 
successfully maintained in the past, but 
were not conditions in the past far more 
favorable for increasing production and 
accumulating capital than they are today 
or are likely to be? 

Stiff taxation is a possible obstacle. In 
1948 cash outlays of the local, state, and 
national governments were 21 per cent 
of national output. This proportion is 
not likely to drop, since demands on gov- 
ernment are growing. Not only will 
taxes be stiff, but the personal income tax 
will remain steeply progressive. Hence it 
wil! seriously impair the ability of the 
well-to-do to save and it will also impair 
their willingness to embark upon risky 
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ventures. The well-to-do, who may be 
conveniently defined as the 10 per cent 
receiving the highest incomes, account 
for one-half to three-fourths of all in- 
vestment by individuals. 

The reduction in saving by the well-to- 
do can be offset, to some extent, by en- 
couraging persons of moderate and small 
incomes to invest in corporate securities. 
During the prewar years 1933 to 1941 
and the postwar years 1946, 1947, and 
1948, individuals put $157.5 billion into 
investments of: various sorts. Only 3.8 
billion, or 2.4 per cent, however, went 
directly into corporate securities. Individ- 
uals put no less than $30.3 billion into 
residential building; 29.6 billion into 
cash and bank accounts; 24.6 billion into 
pfivate insurance (and thus indirectly 
into industry); 47.4 billion into unin- 
corporated businesses (including farms) ; 
and 12.2 billion into government securi- 
ties. Particularly striking is the fact that 
investments of individuals in uniacor- 


porated businesses were more than 12 
times as large as their direct investments 


iti COrporate securities. An enormous 
source of new capital is open to corpora- 
tions in the savings of persons with small 
or moderate incomes and these savings 
could, if corporations offered induce- 
ments, be substantially increased. 

Another possible obstacle is the con- 
centration of industry and the decline of 
competition. In some industries a few 
large firms turn out a larger part of the 
production than they did a few years ago. 
Between 1939 and 1947, for example, 
the proportion of employees working for 
enterprises with labor forces of more than 
1,000 has increased. Concentration, how- 
ever, is not in itself a sign of lack of 
competition. 

The economy is in fact becoming more 
competitive. One reason is the rise of 
chain stores and mail order houses. These 
enterprises do business on small margins 
and rely on rapid turnover for profits. 
They are the best and most efficient pur- 
chasing agents that consumers have ever 


January, 1950 


had. They have done much to make re- 
tailing more competitive. In addition, 
their buying methods stimulate competi- 
tion throughout a large part of the manu- 
facturing industries of the country. A 
second reason is that the economy pos- 
sesses a larger stock of technological 
knowledge than in the past. This means 
it has more raw materials and more ways 
of doing things at its disposal. Finally, 
and most important, the economy is made 
more competitive by the huge expendi- 
tures of business and government upon 
industrial research. The outlay of busi- 
ness on research increased ninefold be- 
tween 1920 and 1940, and nearly two- 
fold between 1940 and 1947. The out- 
lays of industry on research are more or 
less self-perpetuating—if one enterprise 
spends money on research, its rivals must 
do the same or be left behind. 

What will living be like in the United 
States in another generation? It is easier 
to estimate the probable increase in quan- 
tity of goods that will be consumed than 
to foresee the changes in the kind of 
goods. People will have far more leisure 
and they will consume at least 50 per cent 
more per capita than now, and probably 
from 75 per cent to 100 per cent more. 
More important than greater consump- 
tion of commodities will be the rise in 
the use of services. Medical services of 
all kinds will be used far more than 
today. The proportion of people com- 
pleting high school and spending some 
time in college will rise. Travel will 
continue to grow in popularity. The most 
interesting possibility of all is the cffect 
of greater leisure upon interest in the 
arts. A nation on a 30-hour week will 
have more opportunity to pursue a multi- 
tude of arts, from gardening to painting 
and writing, than any people has ever 
possessed. Surely the chance is good that 
the arts will flourish in the United States 
as never before in the history of the 
world. 

—By SUMNER H. SLicHTeR. The At- 
lantic Monthly, November, 1949, p. 39:5 
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Socialism: Will the American People Accept It? 


"THE opinion that Communism is a dangerous thing in the United States was ex- 
pressed by 67 per cent of the urban population surveyed recently in a Psychological 
Barometer poll conducted by The Psychological Corporation. Only 26 per cent of the 
respondents at that time regarded Socialism as dangerous. 

A later similar survey presents more definitive results on the attitude of the 
American public toward Socialism in this country. In reply to the question, “Are 
you for or against Socialism in this country?”", 75.3 per cent said they were against it; 
6.3 per cent for it; 18.4 per cent didn’t know. The same replies, broken down per- 
centagewise according to the different socio-economic groups, show up as follows: 
upper—90, 3, 7; upper middle—80, 6, 14; lower middle—74, 7, 19; lower—G4, 8, 28. 

The survey showed that the majority who are against Socialism tend to identify 
it with increasing government control, operation, and ownership. 

From the survey responses, it may be inferred that though 75 per cent of the 
people say they are against Socialism in the U. S., they still favor certain measures 
which fall within their own definition of Socialism. For example, the T.V.A. and 
government ownership and operation of public utilities are favored by 66 per cent of 
those who say they are opposed to Socialism. Obviously, Socialism as a word or sym- 
bol, and Socialism in terms of specific steps in government control, are not necessarily 
the same. People may say they are against Socialism in general but still favor specific 
Socialistic measures. Even though Socialism may be a scare-word to 75 per cent of 
the people, it does not follow that this fear will be translated into the fear of specific 
measures such as government ownership of public utilities, government housing, 
“socialized” medicine, and the like. 


Wage Earners Are Tax-Conscious 


HREE out of every five wage earners are today definitely conscious of the fact 

that they are paying taxes on many of the things they buy. More of them are 
disturbed by taxes on the daily family purchases and on durable goods than by their 
income tax or city and state sales taxes. Such are the findings of a recent nationwide 
poll of the Wage Earner Forum sponsored by Macfadden Publications, Inc. 

In reply to the query, “Have you been particularly aware of the taxes on any of 
the things you buy regularly, or on any luxury items that you have bought or wanted 
to buy?”, 59.1 per cent answered “yes”; 40.9 per cent, “no.” Broken down percen- 
tagewise by region, the “yes” replies to this question show up as follows: East, 61.5; 
Mid-West, 57.2; South, 53.4; Far West, 67.4. 

The attitude of these heads of wage earner families, which constitute nearly 60 
per cent of all urban families, should be significant to business in relation to discus- 
sion of these taxes to the government level. 

Cosmetic taxes were listed by 26.4 per cent as taxes of which they are particularly 
conscious, and 24.6 per cent think they are unreasonable. This is 93 per cent of the 
respondents who are especially conscious of luxury taxes. Similarly, of those who are 
onscious of gasoline and automotive taxes, 88 per cent think they are unreasonable 
The similar figure for leather goods is 95.3 per cent, for household durable goods 
47.6 per cent. Transportation taxes are condemned by all of those who are conscious 


of them 
—Lawrence Stessin in Mill & Factory 9/49 


@ HALF THE WORLD'S TROUBLES, political, business and personal, result from 
misunderstanding. Taking the time to sit down and talk it over has saved nations 
the security of their peoples, employers the confidence of their workers, and men the 


loyalty of friends 


—The Lamp 
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10 Tests of a Good Organization 


ROM now on, the flexible, fast-mov- 
ing, resourceful organization is the 
one that will go places. 

That goes almost without saying. But 
what 7s a good organization? What tests 
will reveal its quality—and, if it’s low, 
what should be done to step it up? 

Presented here are 10 of these tests. 
First, though, let's sweep some cobwebs 
from the subject. 

Most people think of “‘organization”’ as 
a subject that is dry, theoretical, abstruse. 
Actually, organization is none of these. 
An organization is made up of people. 
By its very nature, then, the science of 
organization is a lively and human one 
that needs to be approached in lively and 
human terms. 

If we think of organization as a frame 
in which people can work happily and 
productively, then we can judge how good 
our Own organizations are, and how they 
can be improved. 

That is the point of view from which 
the following 10 standards have been 
developed. 

1. The organization is in tune with 
the new problems and tasks it faces. 

Importance of industrial relations, pub- 
lic relations, and research has grown enor- 
mously in the past 15 years. But in many 
companies, their authority, standing, and 
financial support haven't grown accord- 
ingly. They need strengthening as the 
problems they deal with grow in number 
and size. 

Also, new conditions have created new 
management functions. Control, product 
development, training, and security are 
typical. They should be given place on 
the organization chart, and recognition in 
line with their importance. 

One sign of a good organization is 
willingness and ability to change as prob- 
lems change. If the weight of a problem 
isn't matched by the weight—in prestige, 
authority, and manpower—of the depart- 
ment that handles it, the company ts in 
for trouble solving it. 

2. The people who are responsible for 
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results gel 
results. 

This ts another way of saying ‘Respon- 
sibility must be matched by authority.” 

It's not a new point. Sometimes it's 
considered trite. But it’s basic, and more 
important now than ever. Concerns are 
larger, their operations are more compli- 
cated, and the need for fast action to 
meet changing conditions is greater. 

The competitive era puts a_ high 
oremium on flexibility. Yet no sizable 
Seatoies can be flexible if key executives 
are loaded with detail that should be 
handed to others. 

Flexibility usually calls for decentraliza- 
tion of authority—putting authority as 
far down the line and as close to the 
scene of action as circumstances and the 
abilities of subordinates allow. 

One warning: Authority and responsi- 
bility are teammates; authority without 
responsibility is as bad as its opposite. 
Encouraging people to assume more re- 
sponsibility is one of today’s great chal- 
lenges to management. 

3. The company has a_ program, 
formal or informal, for training and 
broadening executives. 

Competitive pressures in a fast-mov- 
ing world bring out the shortcomings of 
the narrow specialist and the merits of 
the man with wide knowledge and broad 
viewpoint. But such men don’t “just 
happen.” They are created, either by 
themselves or by pressure from someone 
else. In either case, it's important to pro- 
vide the opportunity for broadening. 

This can take various forms. Men who 
are promising but need broadening can 
be put through such courses as the 
Advanced Management Program at the 
Harvard Business School. Larger com- 
panies can run their own development 
programs. Even a regular Monday morn- 
ing discussion hour in the president's 
office, built around planned reading of 
key books and periodicals, is infinitely 
better than nothing—and any company 
can afford it. 


have enough authority to 
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j. The organization can adjust itself 
‘wiftly to meet new conditions. 

This is a critical test that will grow in 
importance as competitive pressure grows. 

In a flexible organization, men and 
functions from different areas can be 
welded. into an efficient team on short 
notice. Flow of ideas and information 
across formal lines is continual. Controls 
at the top are simple but effective. 
Authority is decentralized well down the 
line, at the scene of action. 

Such an organization can move fast in 
an emergency, turn around twice while 
competitors begin to turn once. Yet it's 
difficult to achieve with a large concern, 
because of specialization in the per- 
sonnel. 

As one answer to this problem, Dr. J. 
Elliott Janney proposes what he calls “the 
industrial equivalent of the Navy task 
force 

“One of the problems of the > 
cialist,” he points out, “ts that he be- 
comes so absorbed in his techniques and 
so deeply identified with his department 
that he loses sight of the company objec- 
tives. 

“The basic principle of teamwork is 
identification. Where you have teamwork, 
each member of the team feels that he 
belongs to a group that is bigger than 
himself-——he puts the good of the group 
ahead of his individual desires. 

“During the war, the Navy detached 
specialized units from their regular de- 
partments—the battle fleet, the air arm, 
and the submarine service—and organized 
them into a combined fighting force to 
carry out certain special assignments. 

“We need to do more of this in busi- 
ness. We can apply the Navy task-force 
idea by giving men from various depart- 
ments a chance for common achievement 
in solving difficult problems.” 


up to date 


weanization chart is strictly 
Some sort of diagram showing lines of 
authority and responsibility is needed in 
all but the smallest companies, where one 
executive does everything. 
Trouble appears when charts become 
an end in themselves, and are regarded 


as finished products not subject to fre- 
quent change. 

Charts need to be approached with 
reservations. They should, for example, 
be used as a general guide to company 
structure; but never to discourage an in- 
formal flow of information and _ ideas 
through channels outside formal lines of 
communication between all ranks. 

6. An organization manual has been 
compiled—and it's revised often. 

An organization manual goes a step 
beyond an organization chart, but the 
same principles apply. Putting down in 
black and white the responsibilities and 
authority of each function clearly, defi- 
nitely, and in detail is a move many com- 
panies are now making for the first time. 

Prepared correctly, and coupled with a 
statement of the company’s objectives, a 
manual is an essential management tool in 
all but small companies, where personal 
contact makes it unnecessary. It offers 
assurance that assignment of functions is 
logical, and that no overlapping will occur 
on some matters while others fall in the 
middle. 

To make sure that all copies of manuals 
are up to date, some companies provide 
them in looseleaf form; executives re- 
ceiving revised sheets must send back old 
sheets. 

Having staff members write their own 
job descriptions is a good idea. It will re- 
veal their blind spots and weaknesses; at 
the same time, they will include matters 
that the boss might not think of. And as 
in other activities, men who take part in 
shaping it develop loyalty and support for 

A limited number of people report 
to each executive. 

The number of subordinates an execu- 
tive must deal with directly is one good 
indicator of how well authority and re- 
sponsibility have been delegated. 

Experts consider from five to eight the 
largest number desirable. The right 
number, however, varies with the work, 
the position, and the ability of the execu- 
tive. 

8. The duties of each executive are 
logically related. 
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As everyone knows , people's interests, 
abilities, and knowledge move in chan- 
nels. Mental equipment that's good for 
sales promotion work isn’t likely to be 
right for research or credit management. 
So good organization sees that the duties 
of each executive call for related view- 
points and knowledge, and that the man 
who gets the assignment has the abilities 
needed. 

9. Communications among people in 
the company are good—up, down, and 
sidewise. 
rivets that 
Without 


Communications are the 


hold an organization together. 
them, it falls apart. 


Good communications meet two spect- 
fications: 

First, the channels provide a two-way 
flow in all directions. They lead to and 
from the executive's boss, his subordi- 
nates, and men on his own level—up, 
down, and sidewise. 


Second, the communications are de- 
signed as a means to an end—to develop 
understanding. 

10. Key executives realize the impor- 
tance of human relations. 

An organization is, in the end, nothing 
more than an arrangement which makes it 
easier for people to work together happily 
and productively. So it can be no better 
than its human relations—notably, those 
of the people at key points. They /ke 
people, get a kick out of giving others a 
sense of participation. 

Nevertheless, some executives act as 
if they just don't like people and want 
as little as possible to do with them. The 
day is here when no business can afford 
to put up with this dangerous attitude. 

The great unsolved problem of man- 
agement is that of getting people to work 
together productively. Their attitude to- 
ward the boss is the key to its solution. 

Modern July 15, 1949, 
p. 67:7. 
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Why Follow Precedent? 


DVENT of a New Year for some reason has the effect of throwing our minds back- 


ward in time. 


ing the memories of its mistakes, we indulge in a brief orgy of fun. 


In a burst of making up for the sorrows of the past and smother 


Then we get 


down to the somewhat more grim business of looking ahead. 

This is frankly a plea that we stride into 1950 with our faces forward, instead of 
backing into it with ovr eyes on the way things were done in the past 

Our inclination is (we might as well admit that we are lazy-minded people) to 


follow precedent, to do what's been done before. 


But lots of people in the past decided 


not to, and that’s why living is so much better today than it was 40, or 4,000 years ago 
It is amazing to the observant person what reverence we give a well-established 


precedent. 
crooked paths made by cows centuries ago 


Many of our cities are snarled in trafic jams today because we are following 


As the result of too much precedent worship, staleness sets in. Repetition produces 


a gradual lowering of our vividness of appreciation. 
are willing to hear only what we have always heard, so our 
We bring old age upon ourselves prematurely. 


of adventure dies. We 
thinking processes wither. 

The truth is, 
of Ideas: 


the only choices offered to mankind.” 


as was so well stated by Professor A. N. 
“No static maintenance of perfection is possible. 


Life becomes dull, 


and our spirit 


Whitehead in Adventures 
Advance or Decadence are 


The belief that things have been already settled for us on lines surviving from 


a civilization is an enemy of true progress. 


People who try to decide a question 


today by trotting out a precedent from the long-ago past are acting just about as 


sensibly as the man who, 


as a sample 


when trying to sell his house, 


carried a brick in his pocket 


There is no intention here to suggest that we should cut ourselves off from history 


and enter upon a kind of collective amnesia 
and a handicap, precedents are not to be ignored. 


While precedent-following can be a snare 
Only use them as stepping-stones to 


walk on, not as millstones to hang around your neck 


January, 1950 


The R 


yal Bank of Canada Monthly Lette 


"WW 


7 


MANAGEMENT 


Pointers for Business Letter Writers 


OU'RE THE HOTTEST executive in 
b gene company, in line for the presi- 
dency next year, and your business letters 
sparkle with effectiveness and the per- 
sonality that helped get you there. 

Congratulations. But don't be deceived 

chances are better than even that your 
business letters, good as they are, can be 
improved. 

You don't have to be a former pupil 
of Freud or Jung, but it will help to 
improve if you understand four principles 
that are basically psychological or, if you 
prefer, important in personal relation- 
ships: 

1. Use the positive, not the negative. 
You may not be guilty of the “You don’t 
want to buy a brush, do you?” tone in 
your letters, but yeu probably do use 
occasionally such somber words as regret, 
nut, unable, inconvenience, sorry. Don't. 
You'd be astonished how much you can 
say without them—even in apologizing. 
For instance: 

Don't say: “You did not mention the 
exact specifications . 


Instead, say: “As soon as you let us 
know the exact specifications, we shall be 
glad to begin..." 


Don't say: “We are sorry that we are 
unable to send you the research material 
you wanted, but we are sending you a 
substitute... 

Instead, say: “We are very happy to 
send you our new research material just 
off the press. It is much more complete 
and up to date than the material you re- 
quested, which is now out of print.” 

Begin your letters by telling the person 
something that he especially wants to 
know, or something that you can do for 
him. Don't begin with something that 
you are “unfortunately unable’’ to do. 


2. Use the “You” attitude. We 
Americans are a selfish bunch. We are 
much more concerned with our own per- 
sonal problems and needs than those of 
anyone else. The smart letter writer will 
take advantage of that by writing every 
letter from the viewpoint of the person 
addressed. 

Don't say: “We don't sell our product 
direct from the factory because it is too 
much trouble. We sell only through local 
dealers.” 

Instead, say: “We try to make pur- 
chasing more convenient for our custom- 
ers by selling only through local dealers.” 

Simply put yourself in the position of 
the person receiving the letter, and write 
what you would want to hear (within the 
truth). 

3. Use the conversational tone. Write 
the way you talk. The recipient will 
better understand what you are saying, 
and he will feel that he is dealing with a 
human being, not a robot. 

Avoid these phrases: your letter of re- 
cent date, in receipt of, by return mail, 
enclosed please find, as per your order, 
due to the fact that, beg to acknowledge, 
your valued order, kind favor, contents 
carefully noted, beg to inquire, herewith. 

Don't say: ‘Enclosed please find three 
copies.” Instead, say: “I am very glad to 
enclose three copies.” 


Don't say: “Your valued letter of 
March 10 has been received.” Instead, 
say: “Thank you very much for your 


letter of March 10.” 

Don't say: “I beg to advise that your 
suggestion is being considered.’ Instead, 
say: ‘We are seriously considering your 
suggestion.” 

Never end your letters with a participle 
conclusion, such as, “Hoping to hear 
from you soon, we remain..." End 
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your letter with a very definite sentence 
followed by a period, or possibly ques- 
tion mark, e.g., “We are looking forward 
to your reply.” Don’t say: “Thanking 
you in advance for anything you can 
do..." Instead, say: “We shall cer- 
tainly appreciate anything you can do to 
help us.” 

4. Make the letter physically attractive 
and grammatically correct. This seems 
obvious. But take a look at this morning's 
mail and see how many of your col- 
leagues don’t do it. 

You needn't be a whiz with the English 
language and your secretary needn't be 


Michelangelo for you both as a team to 
produce a finished letter with natural, 
clear sentences typed, spaced and centered 
neatly. 

There is more to good letter writing. 
But from your incoming mail save the 
next several letters that you think are 
especially effective. See if they aren't 
good because they applied these four 
principles. Then apply them to your own 
letters. 

-By KENNETH BAKER HOorRNING. 
Industrial Marketing, November, 1949, 
p. 108:1. 


Some Suggestions for Increasing Office Efficiency 


N any company’s typing, correspond- 
ence and mailing departments, every 

innovation that saves time has a plus 
value—it helps build customer and public 
good will. Presented here are a number 
of suggestions for eliminating waste and 
raising office efficiency. Where the idea 
involves the purchase of equipment, it is 
a simple matter to check whether the in- 
vestment will pay off. Just compare the 
estimated monthly depreciation with the 
operator's salary and production. If out- 
put is increased sufficiently to offset the 
depreciation charge, the machine can be 
introduced economically. 

Where stenographic work is decen- 
tralized or departmentalized, an impartial 
survey is likely to reveal waste and inefh- 
ciencies. Often more stenographers and 
typists are employed than are necessary; 
one depariment having too much work 
for one girl, but not enough for two, will 
employ two people and neither will be 
occupied all the time. 

Through the introduction of dictating 
machines this difficulty can be eliminated. 
Where dictaphones are installed, the 
usual practice is to supply each dictator 
with a machine and concentrate the tran 
scription work under the direction of a 


supervisor in a centralized transcription 
department. 

A study made by Dictaphone Corpora- 
tion, New York, of 500 independent 
offices, representing more than 20 indus 
tries, revealed the following information; 
Forty-five per cent of a secretary's aver- 
age day in an average office is devoted to 
correspondence- 29 per cent in actual 
typing and 16 per cent in taking short- 
hand. 

The study also showed that in decen- 
tralized stenographic departments where 
shorthand was used, 61.1 lines of type- 
writing per hour were produced. When 
the departments were centralized, and 
dictaphones used, 123.6 lines per hour 
were produced—an increase of over 102 
per cent. Or, translated into savings in 
cost, 1,000 lines of typewriting where 
shorthand was used cost $9.91, while 
1,000 lines using dictaphones cost $4.95 

a saving of 49.9 per cent. 

Real savings made possible by cen- 
tralized stenographic departments using 
dictaphones were charted by the study: 
(1) a 37 per cent reduction in personnel; 
(2) an office space reduction of 37 per 
cent; (3) a 37 per cent saving on office 
equipment. Moreover, the original invest- 


From Business Ideas Handbook by Prentice-Hall Editorial Staff. New York: Prentice-Hall, 


Inc., 1949. 666 pages. $7.50 
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ment in dictating machines, amortized 
over a five-year period, showed a return 
of 615 per cent. 

Here are some ideas that will help a 
central transcribing department to func- 
tion smoothly and give more efficient 
service: 

1. Give correspondents written instruc- 
tions on how to use the dictating machine. 


2. Have messengers collect cylinders 
every hour from the different machines. 

3. Assign a proofreader to check letters 
for style, punctuation, and errors. This 
will save typists’ time. Furthermore, 
errors are more likely to be caught by the 
proofreader than by the typist doing the 
work. 

4. Use posture chairs to eliminate 
fatigue. 

5. Supply the typists with sets of letter- 
heads and tissues already stuffed with 
carbons. It takes less time to insert 
carbons for a large number of letters all 
at once than to insert them individually 
for each letter as it is typed. The carbons 
can be taken out by the typist after the 
letter is finished and used over again. 
These sets can be made up in advance by 
messengers or junior stenographers in 
their spare time. 

Some firms having a centralized tran- 
scription department find that letter 
writers do not use the dictating machines 
to best advantage. In such instances, a 
form containing the following instruc- 
tions is helpful to the dictators: 

1. Hold mouthpiece touching the upper 
lip and tilted slightly away from the lower 
lip 

2. Dictate in a higher pitched voi 

3. Dictate in a louder tone and enunciate 
your words more distinctly 

4. Dictate more slowly 

5. Spell such proper names as do not 
appear in accompanying files; also spell 
technical and unusual words 

6. Indicate all instructions or corrections 
on indicator slip; also indicate end of each 
case oc letter on indicator slip 

7. Preface corrections, instructions, or in 
structions, or interpolations of any nature in 
your dictation with the word ‘Operator 

8. Dictate periods and paragraphs; also 
dictate such other punctuation as you do 
not wish to leave to the judgment of the 


operator 


9. When listening back, be sure that con- 
trol lever is in the extreme upward posi- 
tion; also be sure that the carriage has 
cleared the previous dictation, i.e., that you 
have seard the last word, before you pull 
control lever downward to resume dictation 


An instruction sheet on how to care for 
typewriters is helping the typewriter re- 
pair and service unit of the Bureau of 
Stores of the City of New York Depart- 
ment of Purchase to reduce costs. The 
same instructions can be used by any or- 
ganization which has its repair work 
done on the outside: 


To keep your typewriter in good repair: 

1. Keep your machine covered when not 
in use 

2. Move the carriage to extreme right or 
left when erasing to prevent eraser dust 
from clogging segment 

3. Oil sparingly—just an occasional drop 
on the carriage rails is sufficient. 

4. Use only light oil—preferably a 3-1 
quality, that will not gum; never use dicta- 
pkone oil or motor oil 

5. Never oil any other part of the type- 
writer—-wait for the repairman to oil your 
machine generally 

6. Clean type with a good quality brush 
and type cleaning fluid 

7. Wipe off entire machine occasionally 
with soft cloth, slightly dampened with 
cleaning fluid, never use alcohol as_ this 
will destroy the finish on your typewriter 

8. Use properiy-inked ribbons for the 
style of ty petace 

9. Change typewriter ribbons when 
necessary. 

10. Fasten machines to desks for best 
typing results 
Typetriters are Money! 
Treat Them as Such 


Western Electric Company, Inc., in its 
Correspondence Manual, offers its typists 
the following short cuts to good typing: 


How to plan a column layout from a 
longhand copy. Place a trial sheet in the 
typewriter so that the left edge of the paper 
is in line with zero on the front scale. Set 
the marginal stop for the left or binding 
margin. Beginning at this margin, type the 
longest line in each column (this may be 
part of the heading, totals or other entries) 
one right after the other, leaving no spaces, 
but indicating with a pencil the division 
between columns 

The number of spaces left between the 
last character typed and the right edge of 
the paper should then he divided evenly for 
the spacings between columns and the right 
margin. For example, on a four-column 
job there may be 24 spaces left which 
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divided into four equal parts (three spacings 

to separate columns and one spacing for 

the right margin) will allow six spaces be 
tween columns and at the right margin 

If the binding margin is to be at the top 
of the sheet, the full width of the paper 
may be used for typing. Beginning at the 
left edge of the paper instead of at the 
margin, type out the longest line in each 
column as in the preceding paragraphs 
Divide the remaining spaces evenly for the 
spacings between columns and ¢wo margins. 
Using the previous example, the remaining 
30 spaces would be divided into six parts, 
leaving five spaces between columns and at 
each margin. 

Placement of main headings. Beginning 
at the left margin, type the longest line of 
the main heading. Measure the typewriter 
spaces between the last character typed and 
the right margin. Divide this figure by two 
to find the number of spaces required be- 
tween the left margin and the heading 
Center the other lines of the heading from 
the longest line. Mark any necessary scale 
readings on the draft copy before removing 
it from the typewriter. 

In working on multi-copy business 
forms, how much of your typists’ time is 
spent on actual typing? How much 1s 
wasted in such operations as_ stuffing 
carbons, jogging, inserting, realigning, 
adjusting, and removing carbons? 

The making of carbon copies may be 
simplified through the use of inexpensive 
equipment, e.g., binders and saddlebacks. 
Binders are a form of carbon paper pad 
that is made by folding over a piece of 
paper (not carbon paper) about one-half 
inch from the end and inserting and 
stitching several sheets of carbon paper 
into the fold. The copy sheets are in- 
serted between the leaves of the pad. The 
pad holds carbons and copy sheets to- 
gether so that no jockeying or aligning is 
necessary after the setup has been in- 
serted in the typewriter. 

When two or three copies are desired, 
saddleback carbons can be used to advan- 
tage. The most common use is in billing 
operations, when the ledger card, the 
cusvomer’s satement, and a duplicate of 
the custoiner’s statement are all made at 
once. A saddleback carbon sheet is a 
piece of carbon paper folded in half, 
forming four pages. The second and 
fourth sheets are carbonized. The origi- 
nal is placed in front of the first page, 
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the first copy is placed between the second 
and third pages, and the second copy in 
back of the last page. Saddleback carbon 
sheets to make three copies are also avail- 
able. In this case, an extra fold is made 
in the sheet and three carbonized surfaces 
are provided instead of two. 


One company saves time and money 
through the use of a “home-made” illumi- 
nated viewing table in handling incoming 
mail. 

Formerly, all envelopes were opened 
by hand at both ends to avoid the possi- 
bility of discarding checks, mail orders, 
or other enclosures. Two girls working 
the entire morning each day were re- 
quired to handle the volume of mail. 
With the viewing table, one girl can now 
check and discard all envelopes in about 
two hours’ time each morning. 

The table, planned by the firm’s office 
manager and built to his specifications by 
a local carpenter, measures 36” X 24” X 
29”, with a 12” X 6” X 14” ground-glass 
plate set in flush with the top surface. 
An electric light socket and ~ 4 tors are 
mounted on a bracket under the ground- 
glass viewing plate. For discarding the 
empty envelopes, there is a plywood chute 
descending from a hole 7” square, in line 
with the viewing plate and midway be- 
tween it and the left end of the table, to 
a wastebasket beneath the table. 

Instead of opening each envelope out 
flat, the clerk simply passes the envelope 
across the illuminated glass plate. This 
“X-ray” procedure instantly reveals any 
enclosure remaining in an envelope. 

The time consumed in mail distribu- 
tion within departments and between de- 
partments and floors has been cut in half 
by the use of roller skates for messengers 
in the State Farm Insurance Companies, , 
Illinois. In one department, for example, 
it required 22 minutes to make a trip 
which is now made in 10 minutes with 
the use of skates. Since full-time messen- 
gers are required, the innovation meant 
the saving of one-half the time of an 
employee or the doubling of the number 
of trips, resulting in a better workflow. 
Girl messengers are quite agile on the 
skates and report less fatigue than before. 
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Guarding the Health of Office Workers 


- is generally agreed among medical investigators that the average person suffers at 
least two colds in the course of one year. Considering our population, people in 
this country probably get 300,000,000 colds annually. The duration of the simple cold 
is about five days. Thus, multiplying the number of colds by their duration, we find 
that the people of these United States sustain 1,500,000,000 days of suffering or actual 
disability and inefficiency. Let's be conservative and say that 40 per cent f absenteeism 
is due to the common cold and after-effects. A very conservative estimate wouid be 
that one working day per annum is lost per employee because of colds. If this is 
correct, more than 60,000,000 days would be lost from work on account of the com- 
mon cold. At an average of $7 per day, the loss in wages totals $420,000,000. And 
that’s not all; let's assume each family in the United States spends on #n average of $10 
a year for medicine and medical care. This item amounts to another $400,000,006. It 
is impossible to figure in dollars and cents the cost to employers in lost production 
and disrupted routine. I think we are safe in saying that the commen cold is costing 
the American public well over one billion dollars per annum. The Chamber of Com- 
merce of Columbus, Ohio, has estimated that the nation’s industries are losing 
$13,500,000,000 annually because of colds 

Columbus Mutual Life Insurance Company has had less than 1 per cent absentee- 
ism on account of illness for the past two years. This low absenteeism is 85 per cent 
due to the manner in which we have handled the common cold. Our method involves 
two main factors: education and treatment. By education, I mean training the employee 
to seek relief at once, when he experiences the first symptoms of a cold or other ill 
ness, by way of*our hospital and special treatment received there 

A yearly average of 65 per cent absenteeism from illness is attributed to the com- 
mon cold and after effects. Generally speaking, the after effects of a cold, namely 
sinus infection, otitis media, mastoiditis, bronchitis, pneumonia, etc., are not produced 
primarily by the cold virus. It is the secondary infections that cause the dangerous 
after-effects. Streptococci, staflococci, pneumococci are always lurking in the back- 
ground. The cold virus prepares the way for these organisms by producing inflamma- 
tion and lowering the resistance of the respiratory tissue. Penicillin and sulfa aerosol 
treatments practically eliminate these secondary infections, and as a result of our use 
of these methods at Columbus Mutual we have not had any bronchitis, sinus infections, 
otitis media or mastoids. 

We at Columbus Mutual feel it our duty and right to protect our workers who 
are serving us so faithfully. Our medical program enables us to give humane treatment 
to employees who are suffering the effects of illness, to relieve their discomfort, and to 
avert countless days of further suffering. Such a program as ours does not take 
patients away from their family physicians and in no way constitutes a violation of 


medical ethics 

lo give a clear picture of the aerosol treatment for colds, I will do my best to 
lescribe this treatment in laymen’s language. If it were possible for you to look into 
the nose of a person suffering from a head cold, you would see the lining of the nose 
to be red and inflamed and the openings practically closed by a swelling of the cov- 
ering of what we call the turbinated bones. In other words, the nose is stopped up 
I'he first phase of the treatment is to apply cotton packs saturated with a shrinking drug 
uch as adrenalin chloride. This establishes drainage and also prepares the lining of 
the nose for the proper reception of the aerosol therapy. The aerosol therapy which 
we use consists of propylene glycol fortified with 25,000 units of penicillin to 1 CC of 
glycol. This is administered to the patient through the nose after it has been trans- 
formed into a fog or smoke. This fog or smoke penetrates the minutest openings or 
revices in the nose destroying the germs fausing discomfort. At the same time this 
fog or smoke can be inhaled deep into the lungs destroying any organisms in this part 
of the anatomy. The immediate relief this treatment accomplishes is remarkable. 

With « program such as that of Columbus Mutual, other companies would be able 
to lower their rate of absenteeism. And in so doing, they would be not only helping 


themselves but raising the morale of their employees 
Dre. F. M. Green (Medical Director, Columbus Mutual Life Insurance Company) 
in Proceedings of the Life Office Management Association, 1948 
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1E record of American industry in 

the fields of production, engineering, 
and research is an outstanding one. 
American know-how leads the world in 
searching out raw materials fro.n_ the 
earth, the forests, and the oceans, and 
turning them into a variety of products 
for man’s. benefit products that are 
available not only to a favored few, but 
to all. Yet, despite our superiority in 
producing high quality items at low cost, 
we seem to be painfully inadequate when 
it comes to dealing with the human ele- 
ment in our own plants and offices. 

In the field of labor, we recognize 
readily such names as John L. Lewis, 
William Green, Philip Murray, Walter 
Reuther, and so on. Hardly one promi- 
nent name occurs to us in the category of 
labor relations on management's side. 
The reason, of course, is this: Our lead- 
ers of industry in the past have devoted 
all their time to the perfection of prod- 
ucts and processes, advertising and sell- 
ing. They have devoted little time to the 
subject of human relations. In fact, until 
very recent years employee relations were 
considered unimportant and were usually 
relegated to some minor company official. 

That it is imperative today for man- 
agement and labor in America to learn 
how to live together in peace is becoming 
increasingly apparent. Though there is 
no pat formula, no nostrum that manage- 
ment can apply to achieve such industrial 
harmony, there are certain fundamental 
facts which management must recognize, 
and there is a basic philosophy that man- 
agement can build upon in order to im- 
prove its industrial relations and achieve 
mutually satisfactory solutions to labor- 
management differences. 

Cyrus Ching, the head of the Federal 
Mediation and Conciliation Service, says: 
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Pattern for Improved Labor-Management Relations 


“Collective bargaining will fail unless 
labor and management both determine to 
make it work.’ His statement of what ts 
needed to make it work includes: (1) 
an understanding of human relationships; 
(2) elimination of class thinking; (3) 
the use of selling methods to sell the 
right ideas, with patience being used if 
first attempts fail; and (4) a better ap 
preciation of what motivates people. 

After three and one-half years of 
searching analysis and expert consultation 
on this subject, Robert Wood Johnson, 
Chairman of the Board cof Johnson & 
Johnson, comes up with this basic phi- 
losophy on which labor-management re 
lations must be founded: 

The idea that business is impersonal is 
fiction. Men are social creatures, sensitive 
to considerations of pride, achieverrent, de 
sire fGr esteem and affection and similar 
non-economic drives. Likewise men have a 
conscience and a sense of justice... Econos 
mic life today is interdependent. We are 
constantly influenced by our surroundings, 
Our character is moided in part: by those 
about us, and we in turn affect our fellow. 
men. In business as elsewhere we deal with 
our fellowman and with all the aspirations 
of his nature. There is no ‘economic man,’ 
motivated only by thoughts of gain. Mer 
do not change their nature when they put 
on their business suits or working clothes. 
Here is a basic philosophy arrived at 

independently by two men who have 
searched for years for an answer to how 
labor and management can work happily 
together. These are the great truths which 
we must all learn and then apply them 
simply in our own actions. 

‘There are three things, it seems to me, 
which are at the very roots of good rela- 
tions in any plant or industry. 

First, management must have respect 
for the worker as a human being, which 
is reflected in a friendly attitude toward 
his employees. Such an attitude must be- 
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come a way of life. Good labor manage- 
ment relations do not constitute carrying 
around a contract and constantly referring 
to it for any decision or action. The con- 
tract may be important. It is good for a 
married couple to have a marriage certi- 
ficate, but they don’t carry the certificate 
around all the time. It won't guarantee a 
happy life to either of them. They learn 
how to get along well together. 

The friendly attitude keeps workers 
informed. They want to know what is 
going on in their company. They don't 
want to hear things first from the out- 
side. Managers with good labor relations 
do not keep their employees in the dark, 
but they tell them in every way possible 
about the production and other plans of 
the company, about new business, profits, 
or anything else they feel the workers 
would or could be interested in. 

Then, too, if the chief executives of 
the company have a friendly attitude 
toward their workers, they will want some 
direct, first-hand contact with them. They 
get around. They visit plants. They take 
a look for themselves. 

Management must also adopt a friendly 
attitude toward the unions, accepting them 
as the choice of the workers, instead of 
mercly tolerating them. Honest acceptance 
of unions is long overdue on the part of 
Management. 

The second ingredient in the recipe for 
successful labor-management relations is 
a strong, effective bargaining team on the 


local level, without outside domination of: 


either party. 

A most necessary clement in collective 
bargaining is patience. You've got to take 
time. Haste is often fatal. Sometimes it is 
a very small thing that seems to turn the 
tide. 

I recall a time when we were in the 
midst of very difficult negotiations with 
the Mine, Mill and Smelter Workers’ 
Union, with whom we dealt for 11 years. 
It was nip and tuck whether we would 
come to an agreement. A strike vote had 
been taken. We sat up almost all one 
night, and near midnight we arranged 
to have a club in our town send over hot 
coffee and sandwiches for us. When our 


order arrived we thought suddenly of the 
union men and the employees’ representa- 
tives in the room below, with the cafe- 
terias closed and nothing to eat since 
noon. So we divided what we had and 
sent half of it down. I shall never forget 
how surprised they were when they 
opened the door and saw what was sent 
down to them. From that moment on the 
whole situation seemed to thaw. We 
found clauses we could agree on. There 
would be no strike. In the morning when 
a newspaperman came in for a story he 
asked, “Well, what did it?” I said, al- 
most without thinking, "I believe it was 
a pot of coffee and some chicken sand- 
wiches.”’ 

It was a trifling incident but somehow 
a little thoughtfulness and a friendly atti- 
tude was the turning point, and accom- 
plished something weeks of negotiation 
had failed to do. 

At present there are a few hindrances 
to effective collective bargaining, and | 
would like to mention some of them. 
Often they are the things that make col- 
lective bargaining fail: 

(a) Too frequently the parties to col- 
lective bargaining come to the table with 
firm commitments already made, either 
management to its board of directors, or 
union representatives to the union head- 
quarters, Or to some top union executive 
who gives his orders from across the 
country. When that happens you just go 
through the motions of collective bar- 
gaining, you don’t really bargain at all. 

(b) A strike vote is taken before nego- 
tiations start. How often that happens! 
Right then and there a big hurdle ts set 
up, and you have to be awfully good to 
get over it. No one can muster the right 
spirit of bargaining when over one’s head 
is the threat, “You come across or we 
strike.” 

(c) There is altogether too much name- 
calling by both sides. 

The third thing which all companies 
do which have good labor relations as far 
as I can observe is to plan ahead in mat- 
ters of employee relations. We plan 
ahead for production and engineering and 
sales in our companies; but how many of 
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us plan ahead for good relations with 
our employees? The unions are planning 
ahead. They know just what they want, 
and are prepared for how they are going 
after it. 

Too often their demands take us com- 
pletely by surprise, and we have to do 
some hasty thinking to answer them. We 
are really not prepared. Often we find 
ourselves on the defensive. Ample proot 
of this is readily available. 

One such issue is the subject of pen- 
sion plans—already at hand. Many com- 
panies have had pension plans for years. 
Some companies have no pension plans 
at all. Some have had smooth-working 
plans that are still up-to-date. It is esti- 
mated that about 5,000,000 workers now 
are covered by company pension plans. 
This is a big subject, and one that every 
management should be thoroughly in- 
formed upon as quickly as possible. The 
big question is, will labor and manage- 
ment work out something fair, or will 
big government step in? 

Subjects such as pensions, and the 
guaranteed minimum annual wage, are 
to be the issues of the future, whether we 
like it or not. 

Labor has been studying them for some 
time. Unions send their organizers to the 
leading colleges of the country to take 
studies in economics, labor relations, and 
the welfare field. Many unions have 
scholarships at Harvard, Yale and other 
colleges where promising men are sent 
to be trained as labor organizers and 
labor representatives. They study concrete 
subjects like how to analyze a financial 
report, public speaking, psychology, ele- 
ments of cost, and profits, as well as 
political economy and sociology. 

If you think in dealing with labor you 
are going to face the type of representa- 
tives you have had in the past, you may 


be greatly surprised. An entirely new 
type of labor leader is coming along. He 
is young, well-educated, sincere, often 
idealistic, socialistic; but he is hard-bitten 
and very well versed in all matters per- 
taining to the welfare of labor. Don't 
underestimate him. And you had better 
have top-caliber men to deal with him 
and see that they get training, too. 

Here is another important thing for 
company managements to do. Develop 
good relationships between your company 
and the communities in which your sais 
are located. A favorable and informed 
public opinion about your company has 
a great bearing on the pride which your 
workers will feel about working there. 
And in time of trouble the feeling of 
your community toward you and your 
company will have a great bearing upon 
what happens. 

The American people expect labor and 
management to find better answers to in- 
dustrial relations problems than strikes. 
Unless we do, we may expect more and 
more government intervention. A grow- 
ing public opinion will insist that some- 
thing be done, and if private industry 
fails, the public will look to government, 
as they always do. If we tackle this prob- 
lem as intelligently as we have always 
tackled our production, sales and engi- 
neering problems, we will find the right 
answers. I believe we have everything we 
need in this country to have labor-man- 
agement peace. We simply have to bring 
our thinking up to date on these funda- 
mental principles. Then we have to have 
a plan of procedure. We really know 
what needs to be done. It remains for us 
to go ahead and do it. 

—From an address by Herman W. 
Steinkraus before the Annual Meeting of 
the American Mining Congress, Spokane, 
Washington. 


@ MORE THAN 50,000 IDEAS submitted by employees of the Illinois Central Rail- 
road have been adopted and rewarded through the road's suggestion system since it 
was inaugurated in March, 1939. Awards paid to employees for their suggestions total 


more than $600,000 
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-Illinois Central Railroad News 
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A Service Recognition for the Family 


By E. H. VAN DELDEN 


Director of Industrial Relations 


T Libbey-Owens-Ford a definite 

and highly successful—attempt is 
made to bring the employee's family into 
the service award program. Letters are 
mailed to the homes of 25-year-service 
employees stating that, in addition to the 
gold pin set with diamonds that is being 
awarded the employee, the company 
wishes to present the family with an ap- 
propriate memento of his service anniver- 
sary. An accompanying brochure contains 
illustrations and descriptions of five such 
gifts, and the employee is asked to com- 
plete an enclosed return postal card indi- 
cating his choice and the engraving, if 
any. 

The selection of gifts offered employees 
in 1949 consisted of a chest of silver 
with settings for eight, a solid silver 
pitcher holding five pints, a 21-inch silver 
serving tray, and a 17-jewel 14-karat gold 
watch in either man’s or lady's style. 
Eligible employees indicated their choice 
as follows: 


Ladies’ watches 74 
Men's watches 491 
Table silver 133 
Serving trays 


Silver pitchers 


713 


It is apparent from the above that those 
companies that use watches as a service 
award are on firm ground inasmuch as 
the great majority of employees seem to 
prefer this gift. An interesting sidelight 
of the choices made by employees is that 
the ladies’ watches were almost all re- 
quested by male employees—apparently a 
present for “mama.” 

The idea of attempting to enlist family 
interest in the service recognition de- 
veloped from the excellent experience of 
one of our managers in connection with 


Libbey-Owens-Ford Glass Company 


the operation of the suggestion system in 
his plant. Whenever the suggestion made 
was of small value and hence only entitled 
to a minimum award, he felt the small 
amount of cash to which the worker was 
entitled might discourage further and 
more valuable suggestions. Accordingly, 
in such situations he would have the per- 
sonnel manager visit the family and in- 
quire as to whether they might not prefer 
a mirror for the home. 

Invariably the employee's wife was de- 
lighted and usually a situation developed 
where she and the personnel manager 
would plot a ‘‘surprise."’ After discussing 
the location desired and the size and 
shape of mirror wanted, the personnel 
manager would arrange for installation 
when the award winner was at work. 


When the employee arrived home that 
night he would be greeted warmly and 
ushered in to see the “‘surprise’’ obtained 
through his enterprise in developing an 
acceptable suggestion. Usually the family 
arranged a celebration with neighbors 
dropping in to add their congratulations. 


Before long winners of substantial 
cash awards for their suggestions began 
to stop by at the personnel office and ask 
if they could have a mirror instead. Sug- 
gestions submitted contained notations 
that if found usable a mirror was de- 
sired as the award. Requests were re- 
ceived in some instances to have a small 
notation sandblasted on the edge of the 
mirror to the effect that it was an award 
for an accepted suggestion. 

On the basis that the worker and the 
family apparently both enjoy something 
tangible and permanent that they can 
point to with pride as an accomplishment 
of the head of the household, the service 
gift plan was inaugurated as an addition 
to the customary service pin. 
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You Can Build It Yourself 


FiMPLOYEE communication is something a lot of companies are going to look into 

seriously tomorrow, or the day after tomorrow, or some day next week. In spite 
of the great clamor about it, still a pitifully small percentage of American business is 
really working at it. One of the self-imposed barriers is lack of time; the other is 
often the expense. Once in a while, however, you run across a simple, highly inex 
pensive program that has good earmarks. One such program, which probably costs 
the company the price of a few packs of cigarettes a week, has just been launched in a 
small plant in California. 

This is a bulletin board program, and it consists of a simple, single message 
hectographed on a half-size letterhead. It is titled, in bright red, “It's a Fact!’ and 
the brief, to-the-point copy below packs across a single message. At present the 
material is posted about once every three weeks, and is tied in with the company’s 
small, bi-monthly publication. Typical message (each one is signed by a different 
company official) gives some statistics about the organization and employees—tells the 
number of jobs they work at, length of service figures, etc. Sum total of the message 
is that it's a pretty good shop to work in, that people seem to stick around. Another 
report, signed by the personnel manager, breaks down the expenditures for insuranc« 
so employees will know what's being spent and what it's for. 

This is worthwhile talk at the local level. Preparing the material takes very little 
time; the cost, as indicated, is peanuts. But the report is already making an impression 
upon employees, who have begun to know their company better. Job is the brain child | 
of Arthur H. Hartman, Personnel Director, Mission Appliance Corp., 12611 Crenshaw 


Blvd., Hawthorne, Calif. 
The pee (Newcomb & Sammons) 12/15/49 


Company Pays for Employees’ Education 


ANY one of Socony Vacuum Oil Company's 45,000 employees who has completed 


six months of service with the company and is in good standing is eligible to 
participate in Socony’s educational refund plan, which was established 15 years ago 
to encourage employees to enroll at recognized educational institutions for the purpose 
of self-improvement. 

Socony's plan pays for half the tuition cost including matriculation and other 
fees up to $75 per semester, or $150 for a 12-month period. The only limitation is 
that the course chosen be one which will aid the employee in his job and that the 
educational institution attended be a recognized one in good standing. The company 
makes no promise of promotion along with its educational refund plan, but since 
Socony has a policy of promotion from within, the plan is related to helping an 
employee progress in the job. 

Participants in the program since its inception have come from all divisions and 
departments of the company. Some employees have finished their high school educa- 
tion by taking night work; others have received B.A. degrees for four years of college 


work and have gone into graduate work. 
Mill & Factory 9/49 


MIDWINTER PERSONNEL CONFERENCE 


The Midwinter Personnel Conference of the American Man- 
agement Association will be held on Monday, Tuesday, and 


Wednesday, February 13-15, 1950, at the Palmer Heuse, 
Chicago. 
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Employee Poll Tests Management Policies 


HAT You Think About Your Company, a 16-page illustrated booklet reporting 

the complete results of a recent employee opinion poll, has been mailed by Pitney- 
Bowes, Inc., Stamford, Conn., to its 2,500 employees. 

The report includes all questions asked of the company’s workers, the answers 
in percentages and with representative employee comments, favorable and unfavorable. 
Questions were grouped under the headings: “pay”, ‘profits’, ‘““opportunity’’, “‘secur- 
ity’, “working conditions”, ‘management’, “information”, and “job satisfaction.” 

Questions asked only of the company's 1,300 employees in 93 sales and service 
offices in the United States and Canada were grouped separately, as were those asked 
only of factory incentive workers. 

At the end of each grouping of questions, a brief management coniment summar- 
ized the findings, gave facts where pertinent, and explained policy. 

The poll was conducted by faculty, student, and administrative personnel of Dart- 
mouth College’s Amos Tuck School of Business Administration at Hanover, N. H. 

In an introduction to the report, Walter H. Wheeler, Jr., president of Pitney- 
Bowes, said 

We wanted this poll to serve two purposes: first, to tell us whether we are on the right 
track in our general personnel policies and practices; and second, to show up any soft spots 
weaknesses to be corrected, misunderstandings to be cleared up, things overlooked and need- 
ing attention . . . all of us in management are giving this a most careful going-over, with 
the prime purpose of making improvements wherever possible, and as soon as possible. 

In the same preface, Personnel Manager Joseph J. Morrow told how the poll was 
taken and how secrecy was assured. He reported an 88 per cent employee participation, 
with poll-taking on company time, and with supervision by the company’s joint labor- 
management committee, the Industrial Relations Council. Field employees’ question- 
naires, he explained, were mailed direct to Dartmouth College. .The report is illustrated 
throughout with candid photos of employees filling out the questionnaires and of the 
poll being tabulated at Dartmouth 

Among the report's highlights was the employee response to questions on profits. 
Asked how much profit the company makes on every dollar of sales, 72 per cent said 
“7 to 12 cents” and only 17 per cent said more; while 64 per cent said this was a 
“fair” profit, and as many as 32 per cent said a higher margin would be “fair.” This 
compares with national surveys showing that industrial employees believe industry 
makes from 25 to 30 cents profit per dollar of sales. Pitney-Bowes’ 1948 figure was 
9.7 cents. 

Points on which employees rated management high were: “doing a good job of 
running the company” (96 per cent said “fair or “‘excellent’’); management interest 
in employees (87 per cent said “quite a bit” or “very interested”); giving enough 
information about the company's affairs (87 per cent said “adequate” or “well in- 
formed”); job satisfaction (32 per cent said PB was a “better than average place to 
work,” 59 per cent said “one of the best’). 

Above average for most similar surveys, but relatively lower compared to the 
rest of the poll's percentages, were employees’ favorable responses on advancement, 
promotions and pay 


A Short, Short Safety Story 


A SAFETY message that gets a laugh and packs a punch is this one now appearing 
“* on many company bulletin boards 


Insignificant 
said the victim 


Intection 
said the do« 
Incredible” 


said the mourners 


In Peace 
said the granite block 


LAWRENCE STessINn in Mill & Factory 7/49 
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Planned Industrial Experience Builds Better Executives 


NDUSTRY needs a new kind of exec- 

utive — keen, progressive, willing to 
chalienge the established pattern. It needs 
men with breadth of mind, ingenuity, 
and adaptability in a rapidly changing 
world; men who know how to deal in- 
telligently with people and to discharge 
an ever-increasing social responsibility 
through industrial leadership. 

Where is industry to find these leaders? 
They are not being turned out by our 
technical schools, nor will they develop 
on their own. Industry must produce 
them; it must develop competent execu- 
tives from its reserve of technically 


trained young men who have both the 
specialized knowledge and the rounded 
experience necessary for successful top 
management. Joseph E. Seagram & Sons, 
Louisville, Ky., has accomplished this 
with a carefully planned program. 


The unique point of the Seagram ap- 
proach is the manner in which it inte- 
grates job experience, education, and 
growth of attitudes to develop maximum 
executive potential. To illustrate, let's 
trace the progress of a new employee. 

The new employee starts with an in- 
tensive three-day orientation course, and 
then goes to his first job—that of opera- 
tor on a simple operation. Meanwhile, 
he continues his study of industrial pro- 
cedures under instruction on the job, in 
the classroom, and with the aid of slide 
films, movies, and prepared texts. 

At first he is rotated within single op- 
erations. During this time he may be 
selected by his supervisor as a candidate 
for eventual supervisory status and his 
progress will be watched carefully in the 
future. A significant point in Seagram 
policy is that the job is used to develop 
the man. 

About two hours per week of paid 
working time are devoted to educational 
work. Study is never completely sepa- 
rated from the work, and the trainee is 
encouraged to read materials directly con- 
nected with the industry. 
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During the operative phase, the stand- 
ard steps in his training are: (1) to tell 
him how things are done through lec- 
tures; (2) to show him by demonstra- 
tions how each job is accomplished; (3) 
to test his theoretical and practical under- 
standing of the operations with which he 
is concerned; (4) to check his knowl- 
edge and performance as an operator 
through careful follow-up by his super- 
visors. 

Men are picked for pre-supervisory and 
initial supervisory experience a year to a 
year pr a half after they become 
operators. 

At about the time that he enters the 
pre-supervisory level, the trainee begins 
to feel the need of additional university 
courses to help him understand the owe 
lems with which he must deal on admin- 
istrative levels. To fulfill this need, Sea- 
gram maintains a planned series of 
courses in cooperation with universities 
near its plant cities. These courses are 
carefully arranged so that the same sylla- 


bus and the same materials are in use 


simultaneously at all plants. Scheduled 
in rotation, the following industrial 
courses are given: (1) mechanics; (2) 
industrial bacteriology; (3) public speak- 
ing; (4) industrial management; (5) 
business law; (6) plant operations; and 
(7) report writing. In addition to the 
industrial courses, a non-compulsary series 
of cultural courses is conducted. 


During the time that an employee has 
pre-supervisory status, his salary increases 
on a regular scale, the equivalent of, or 
better than, the prevailing wage for men 
with the background the company wants. 
As soon as the employee is ready for a 
supervisorship, he has a conference with 
the personnel director and others to 
orient him to the responsibilities of man- 
agement; he is then made an acting su- 
pervisor, and his salary goes into a broad 
range based on merit. 


This is the hardest period in his indus- 
trial development because he now moves 
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from department to department on a 
supervisory level rather than on an opera- 
tional level. By the time he reaches su- 
pervisory status, the employee has passed 
beyond formalized training requirements 
and studies entirely of his own volition; 
however, he is well aware that the ratings 
made by his department head and by the 
personnel director reflect the degree to 
which he develops himself. He can now 
have access to a professional and manage- 
ment library of useful current periodicals 
which enable him to keep up to date in 
all technical fields. 

To give supervisors a chance to estab- 
lish a broad educational and industrial 
base, they are rotated not oftener than 
once in each six-month period, and when 
a supervisor has served several depart- 
ments he is eligible for promotion to a 
management position. 

Up to this point job experience has 
been the basic training. From here on 
the employee gets planned industrial ex- 
perience, based upon a critical analysis of 
his records, a consideration of his capaci- 
ties, and the calculated use of experience 


to develop his weak spots and utilize his 


special abilities. 

There are certain criteria by which po- 
tential department heads can be selected 
from the supervisory staff. Above all, 
they must be able to get results through 
people; and they must be leaders in the 
sense that people naturally accept their 
authority without being made conscious 
of it—certainly without being made re- 
sentful of it. 

Potential department heads are ex- 
pected to develop strong interest in com- 
munity relationships and to participate 
actively in some community  activities- 
church, civic clubs, musical or literary so- 
cieties, etc. They should be mature in ex- 
perience and capable of participating in 
management groups both inside and out- 
side the company. They should have 


formed a sense of industrial values and a 
code of industrial ethics which place the 
essential dignity and worth of the human 
being above the value of machinery and 
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corporate property. The, know that good 
minds are the most valuable assets the 
company has in all aspects of industry. 

They believe that the development of 
effective people is fundamental to efh- 
cient industrial production; that people 
are more important than things, and that 
industry should exist to serve men—not 
that man exists to serve industry. 

For the department head, movement 
has slowed down and is now functional 
rather than dynamic. The department 
head's job grows and changes only as he 
is able to develop it in terms of his own 
capacities and the needs of the industry. 

The department head learns to absorb, 
and also to delegate responsibility, for he 
knows that other men must have free- 
dom of choice and increased responsi- 
bility if they are to grow industrially. 
He knows there is no industrial problem 
which cannot be solved by intelligent 
men working together. 

Department heads and other plant ex- 
ecutives are all considered central office 
material, although relatively few are se- 
lected for staff positions. When a de- 
partment head is being considered for a 
central office position, he is first given co- 
ordinating work to prepare him for senior 
central office status. This work involves 
—* interplant experience, which 
provides him with an industry-wide pic- 
ture. Through this experience, he under- 
stands that problems of all plants are 
fundamentally similar, though they may 
differ in detail. He recognizes the value 
of standardized procedures and the impli- 
cations involved in changing them. 

Once a man‘has established himself on 
a staff level in the central office, he may 
be given assignments such as research, by- 
product development, coordination of 
production activities in all plants, coordi- 
nation of maintenance programs, the 
managership of one of the smaller plants 
or assistant managership of a larger one. 
He is now what might be called a “whole 
industrial man,” with experience, educa- 
tion, and confidence in his ability to at- 
tack and solve almost any industrial prob- 
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lem. He knows that he can function 
anywhere in the industrial world. 

This program of planned industrial 
experience-plus-education has given Sea- 
gram leadership in research, in industrial 
technology, and in industrial education. 
The plan has definitely lived up to ex- 
pectations. It is a ruthless system in that 


it pits a man against himself instead of 
against other men. But the results prove 
that the pressures of new assignments 
plus the assistance of education combine 
to develop superior industrial executives. 

—By H. F. Wittkie. Factory Man- 
agement and Maintenance, May, 1949. 
p. 87:4. 


Personnel Men: Their Duties 


42 HE administrative responsibilities of 55 of the 64 members of the Louisville Per- 
sonnel Association were tabulated in a recent study. The 55 members were selected 
because personnel (employment) was listed as one of their activities. 


The following conclusions were reached: 

(1) More than half the group studied, 32, had more than six administrative 
responsibilities, including personnel. The maximum number of responsibilities was 13 

(2) More than half the members were administratively responsible for employee- 
employer relations, unemployment compensation, safety and health, wages and salary, 
workmen's compensation, labor contract negotiations, training, and recreation, in addi- 


tion to personnel (employment). 


(3) Less than half the members were administratively responsible for plant pro- 
tection, in-plant feeding, publication, and payroll, in addition to personnel (employ- 


ment ) 


Braascn, Jr., in Occupations: 


PRODUCTION MANAGEMENT 


The Vocational Guidance Journal 12/49 


How to Reduce Costs and Keep Them Down 


By GROSVENOR S. McKEE 
Vice President and Works Manager 
Talon, Inc. 


UTTING costs is wot like Mark 

Twain's weather—it is mot a topi 
everybody discusses but does nothing 
about. People are thinking hard, and 
working harder, to put economy programs 
into effect all over this country. Cost re- 
duction, to be effective, must be a contin- 
uing process—not just a panacea taken 
when business is poor. 

The success or failure of a cost reduc- 


tion program depends more on effective 
leadership than on any other single fac- 
tor. It is necessary, however, to secure as 
much cooperation to this end as possible 
not only from department heads but from 
the individual employee. A continual and 
careful follow-up through the line organ- 
ization at “aie periods must be in- 
stalled, and it must be realized by the 
lower operating levels that top manage- 


Norte: This article is based on an address before a recent meeting of the National Asso- 


ciation of Cost Accountants in New York City 
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ment will receive a report and appraise 
the results. Comparisons of one depart- 
ment with another department or one 
plant with another plant is helpful by 
making them competitive. In many com- 
ee especially during the recent war, 
ad habits were overlooked in the matter 
of overhead and waste in order to get the 
job done. We now have to re-educate 
ourselves that frugality is a virtue. 


Technological Improvements 


Technological improvements are most 
important and probably are responsible 
for the greatest reductions in cost of mod- 
ern industry. Technological accomplish- 
ments should be along the following 
lines: 

Improve the product design 
Reduce the amount of repair and scrap 


Improve time cycles 


wn = 


Substitute better or cheaper materials to 
be used in the product 


5. Try out and develop better tools by the 
use of other materials, and improved 
tool and machine design 


6. Reduce number of operations by combin- 
ing operations or changing sequence of 
operations, developing and producing 
special purpose machines, thereby reduc 
ing the labor factor 


7. Furnish engineering and testing data for 
the use of advertising and sales promo 
ton 


Cost Control 


’ 
Controlling costs by comparison to a 


budget or on ratios against direct labor 
are necessary steps to one’s goal in a cost 
reduction program. At Talon, Inc., con- 
trol of and reduction of factory overhead 
expenses is a cooperative effort at all 
levels of supervision guided by reports, 
charts, and comparisons prepared by the 
Cost and Accounting Departments. Con- 
trols established and reports issued are as 
follows: 

(a) Flexible budgets covering con- 
trollable expenses of production and serv- 
ice departments have been in use for 
several years at Talon. These budgets 
provide allowances for each item of con- 
trollable expense based on any production 


level from zero to full capacity, revised 
currently for any authorized changes in 
production methods or equipment which 
would affect any item of overhead ex- 
pense in the department or unit. 

(b) The budgets are set up on a super- 
vision control basis at various levels, and 
certain items of expense may not be 
classed as controllable at one level of 
supervision, but are classed as controllable 
at a higher level. 

(c) Reports are issued monthly and 

sometimes oftener comparing actual con- 
trollable overhead expenses with budget 
allowances, which allowances are based 
on production for the month in the de- 
partment or unit. Factory supervision at 
cach plant is responsible for keeping ex- 
penses within the allowances and control 
limits. Many special analyses are pre- 
pared by the Cost Department of excess 
expenses over allowances. 

(d) The Cost Department is respon- 
sible for over-all control of these ex- 
penses and points out to supervision at 
proper levels any special conditions or 
instances in which expenses have ex- 
ceeded allowances and have not been 
brought into line. 

(e) Many special reports are issued 
covering specific major items of expense 
and costs for the purpose of special study 
by factory supervision and Engineering 
to determine what action can be taken to 
reduce such expenses. 

(f) Spoilage, scrap losses, and costs 
covering repairs to defective production 
which can be repaired, have received 
special attention recently in a drive to 
reduce these to an absolute minimum. 
The Cost Department is responsible for 
issuing comparative reports of perform- 
ance covering these losses, costs of repairs, 
etc., which are used to determine where 
action should be taken. 

(g) Comparative reports of perform- 
ance as between plants for various major 
items of overhead expenses such as tool 
costs at various operations are currently 
prepared for use by ge neral plant super- 


vision. 
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All new equipment and methods in- 
stalled and new materials used are closely 
followed by the Cost Department during 
a trial period after saadiiien or adop- 
tion to determine whether actual cost re- 
duction previously estimated is accom- 
plished. 


Quality Costs 


Quality control and inspection costs 
must be judged and measured as to the 
extent one evaluates the cost expended. 
The policing of the product quality is 
expensive in any organization and, of 
course, is a big item of overhead, being 
greater with the higher standard quality 
product. Early in 1949 we faced, along 
with many other companies, a sellers’ 
market which made it imperative that we 
adjust some of our prices downward, even 
though we had not raised our prices fol- 
lowing the conclusion of the war. We 
decided a cost reduction program would 
have to be instituted. Since we were 
aware of the fact that inspection and scrap 
were sizeable operation expenses, we 
chose that phase for this special cam- 
paign. We selected one of our best plant 
managers to head this up, divorcing him 
entirely from his regular duties. This co- 
ordinator was to report directly to top 
management's Management Committee 
and to have free run of the entire organi- 
zation. He was expected to call on any 
of the divisions for whatever information 
and assistance he needed to carry out the 
objectives of the prescribed quality im- 
provement program. The quality im- 
provement coordinator was given a lim- 
ited amount of clerical assistance but it 
was generally planned that his part would 
be somewhat anonymous and that the 
various department heads, plant man- 
agers, supervisor of training, and depart- 
ment foremen would do most of the work 
as directed by the over-all program. 

Estimates disclosed that approximately 
10 per cent of our gross income was dis- 
sipated through the expense for such 
items as scrap, reclamation costs, and in- 
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spection costs. The company has main- 
tained an outstanding reputation for qual- 
ity to its customers for many years and 
it was deemed mandatory that whatever 
was done should in no way jeopardize our 
quality position in the field. 

The Management Committee insisted 
that progress reports be made in person 
to the group on a monthly basis to keep 
them advised as to the progress that was 
being made on the program. These prog- 
ress meetings were often accompanied by 
discussion on points and questions that 
only top management could answer; as 
well as certain policy questions that 
needed to be answered. 

Quality information was necessary on 
the various operations and_ styles that 
were manufactured to point out the qual- 
ity trouble spots in our operations that 
needed attention, and also as a basis for 
some decision on which quality trouble 
spots were the largest and should get 
first attention. 

We decided to talk dollars-and-cents 
instead of pieces, as the dollar figure 
impressed everyone much more than the 
old method of talking pieces and_per- 
centages. 

Considerable time was spent by the 
Cost Accounting Division to develop his- 
torical information as to what the over-all 
costs were for scrap, reclamation and in- 
spection. This information was needed to 
make an evaluation as to whether the 
program was showing results. 

Our Inspection Division developed a 
new and unique record of individual 
operator quality performance. Records 
were established for each and every manu- 
facturing operator so that an operator 
was always well aware of his quality per- 
formance. Obviously, this kind of infor- 
mation made it possible for the foreman 
to evaluate quality performance of his 
people accurately and to discipline or 
commend them accordingly. 

A definite and specific training pro- 
gram was developed for supervision. This 
program included a great amount of con- 
tidential information with regard to the 
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customer situation, prices, scrap losses, 
reclamation costs, inspection costs, etc. 
Presentation of this data was accompanied 
by numerous slides that made a somewhat 
dramatic presentation of the more perti- 
nent points. The foremen were given 
detailed information as to how we in- 
tended to approach the quality problem, 
and were given operator quality control 
charts and instructed in the rules for their 
administration as agreed to by the union. 
They were also schooled in how they 
were to conduct subsequent quality meet- 
ings with their supordinates. 

As we developed the program of indi- 
vidual operator quality control records, 
there was the problem as to what action 
should be taken against poor quality oper- 
ators. Obviously, it was necessary that we 
seek the approval of the various union 
officers for such action, which was accom- 
plished. 

The employees attended a first meeting 
led by the Plant Manager, who reviewed 
the competitive price and market situa- 
tion and other matters that emphasized 
the need for such a program. This pres- 
entation was accompanied by a listing of 
factors like job security and steady em- 
ployment that would benefit the employee 
if we successfully ‘licked this problem, 
This first meeting with the employees 
was followed by another meeting about 


two days later, led by the General Fore- 
man accompanied by the Plant Chief In- 
spector and Foremen of the personnel 
involved. These meetings were with 
small groups; in many cases from the 
same operation, and in all cases from the 
same department. Samples were presented 
of some of the most outstanding defects 
common to their particular operation. 

We recognized from the start that 
there would be a need for a perpetual 
follow-up on the program to keep it 
moving along. This has been accom- 
plished principally by a series of quality 
meetings held by the respective Plant 
Managers every two weeks. 

Experience to date has furnished defi- 
nite proof that the original presumption 
that significant savings could be realized 
from such a program is true. Scrap losses 
in one plant in particular have been re- 
duced more than 50 per cent. Reclama- 
tion costs have been reduced in propor- 
tion. Short methods of inspection are in 
the process of being introduced and give 
promise of reducing inspection costs ap- 
proximately 60 per cent. The original 
hope was that we might be able to reduce 
the total bill for these three items of 
scrap, reclamation and inspection in all 
plants approximately 50 per cent. Our 
experience in the one plant discloses that 
this estimate is conservative. 


@ OVER 10,000 KILOWATT HOURS of electricity are used by each worker in 
today’s manufacturing industries. These kilowatt hours of energy are the equivalent of 
157 extra men helping each employee all year long. The United States produces and 
consumes 45 per cent of the world’s electricity, even though it has only 7 per cent of 
the world’s population 


We let power multiply the effectiveness of men. 
Management Information (Elliott Service Company) 10/3/49 


SPRING PRODUCTION CONFERENCE 


The Spring Production Conference of the American Man- 
agement Association will be held on Monday, Tuesday, and 
Wednesday, April 3-5, 1950, at the Hotel Statler, New York. 
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Cost Reduction Through Quality Improvement 


T HE SAME approach that gave Bigelow-Sanford Carpet Company a 600 per cent 

increase in production in three postwar years is now being applied by this firm to 
cost reduction through quality improvement. Based on the theme “Better Quality 
Costs Less,” this approach is an all-out, one-year campaign to build up an organization 
that will be quality-minded from top to bottom 

Four major steps were taken: (1) All planning was done on a full-participation 
basis—there were no secrets. (2) Realistic objectives were defined in concrete terms. 
(3) Programs were all slanted to inform and educate. (4) At every step, the organi- 
zation was fully informed of the progress being made toward the specific goals that 
had been set. Result was a 28-point program which is now moving past the halfway 
mark. 

Goals. Analysis revealed that an entirely realistic goal was the saving of 
$1,806,905 in one year, consisting of a 50 per cent reduction in imperfects plus 
specified quality improvements at every stage of manufacture. 

Special Programs for Supervisors. Kick-off was a three-month prize contest for 
best short reports on actual quality improvements put into effect during the period. 
The annual conference for supervisors was devoted entirely co quality improvement and 
174 specific suggestions were developed. A program of discussion meetings, leader- 
ship training course and presentation of facts behind quality i-n;rovements was initiated. 

Special Programs for Employees. The starter was a quality slogan prize contest. 
Winners’ slogans were displayed on posters, publicized in company magazine and local 
newspapers. Mill and departmental displays highlighted customer complaints and 
examples of good and bad workmanship. Quality craftsmen were given awards and 
recognition, while poor quality workmen were quietly started off on remedial courses. 

Sales and Dealer Follow-Through. The quality control department started an 
intensive selling and service program. Close attention was given the sales force, thus 
making it possible to extend the effects of the program throughout the dealer organi- 
zation 

R. F. Hurst in Factory Management and Maintenance 4/49 


Getting Wise to Waste 


ONE of the hottest topics on management's communications agenda these days is 
waste and the elimination thereof. But many companies are finding, not to their 
wholesale surprise, that the boys seem to plug up their ears when the point is men- 
tioned. A study of several anti-waste programs in plants shows that they are more 
theoretical than practical, that they don’t make a whole lot of sense, and that, like a 
skyrocket, most of them start with a big rush and end quickly in a fizzle. 

This is what's wrong with most of them: 

1. Like many programs, they're too general. They talk in terms of an over-all 
loss due to waste, but the figure leaves the boys cold. They don’t see waste in the 
aggregate—they see only single examples of it. 

2. The programs don't attempt to get around the three basic obstacles: (a) The 
employee doesn’t consider the elimination of waste his own responsibility—he thinks 
it is management's. (b) The employee figures management merely charges waste off 
as an expense for which ample provision has been made, so why should he worry 
about it? (c) The employee may be inclined to regard the company’s figure on the 
cost of waste a rigged item anyway. Any program that doesn't attempt to knock those 
attitudes down is wasting time. 

3. In most cases, active employee participation isn’t solicited. There is no reason 
why the waste program shouldn't have all the consistency and impact of a good sug- 
gestion system, with possible awards for suggestions for waste elimination rather than 
for the elimination itself. 

-The Score (Newcomb & Sammons) 7/15/49 
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AN a one-outlet sales force be suc- 

cessfully switched to coverage of di- 
versified outlets? Can the salesman who 
had been covering only drug outlets find 
the time to add food chains and do a job 
with them? Can the salesman who sold 
only the drug chains add food outlets 
and do a good job with them? 

Or does diversified distribution demand 
specialization—specialization in the sales 
organization? (We are talking here pri- 
marily about food, drugs, appliances, 
housewares and some soft goods—these 
observations unquestionably do not apply 
to many other lines.) 

Thousands of smaller retailers who di- 
versified unwisely between 1942 and 
1948 have been busily dropping their 
newer merchandise categories. But the 
mass retailers—and particularly over 400 
largest retail organizations—continue to 
widen as well as to deepen their in- 
ventory. 

One might conclude that someone 
“sold” the large retailers on this policy 
the assumption being, of course, that that 
“someone was the marmufacturer’s sales 
department. .But diversified distribution 
for what were formerly one-outlet lines 
was not sparked, in most instances, by the 
manufacturer. To the contrary, the tend- 
ency has been for the manufacturer to be 
reluctant, hesitant, wary. Those are hardly 
sales attributes! 

What we mean is that the sales de- 
partment might be better organized for 
diversified distribution—if management 
decided to cultivate neu outlets as cou- 
rageously, imaginatively and as energetic- 
ally as it cultivated its original outlets. 

And, if the sales department were bet- 
ter organized for diversified distribution 
then at least some manufacturers who Say 


Must the Sales Organization Change Its Spots? 


MARKETING MANAGEMENT 


they've “tried and “it's failed” might 
have more satisfactory results to report. 

Efficient development of diversified 
distribution will be achieved in many 
organizations only when the sales depatt- 
ment is organized along specialty selling 
lines. The degree of specialization will 
vary, naturally, with every manufacturer. 
But specialization mast come to the sales 
department fo some degree as diversified 
distribution is sought. Another point— 
the initial selling to large retail organiza- 
tions is frequently on the executive level. 
As distribution among large outlets broad- 
ens, sales executives and heads of busi- 
nesses will have to do more actual selling. 

What we are suggesting is not radical. 
It isn't even new. Yet it is amazing to 
note how many manufacturers who are 
just now beginning to diversify their dis- 
tribution are trying to superimpose a new 
distribution on an already overburdened 
sales organization because it strikes them 
as heretical as well as impractical to split 
the sales functions rationally! 

When a manufacturer decides to broad- 
en his distribution by adding new types 
of outlets, he is usually aiming for one or 
more of the groups included in our 400 
retail giants. That's a vital point. Here's 
why: Obviously, these 400 huge retailers 

and other large retailers as well—are 
pretty smart operators. They are also spe- 
cialists. Each one of them insists that ‘my 
business is different.’ Naturally, they 
expect the salesman who calls on them to 
know wherein they are different—and to 
be able to line up his proposition in con- 
formance with their merchandising and 
promotional techniques. That calls for 
specialized knowledge, specialized selling. 

When a manufacturer diversifies his 
distribution, he sets up a competition on 
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his line out in the field. It just doesn't 
strike us as logical that that sort of com- 
petition can be efficiently nurtured by a 
sales organization that is overburdened. 
We should like to pause here to point 
out that, in our opinion, entirely too 
many sales organizations are being asked 
to carry an impossible sales load. When 
that uneconomically heavy sales load is 
made still heavier by asking the salesman 
to call on new outlets, then that final 
straw is more than likely to crack the 
“camel's back.”’ 

Intra-organizational competition can 
and usually does—kick up one whale of 
a lot of headaches. But it can—and usu- 
ally does—kick up one whale of a lot of 
volume. As for the expense angle—we 
know it is being done by manufacturers 
whose financial reports show a_ healthy 
net profit ratio. Intra-organizational com- 
petition cannot be economically healthy, 
however, when the sales force is com- 
pelled to toil under an economically un- 
healthy sales load. 

And that brings us to our final point: 
The large retailer prefers to buy pre-sold 


Eavesdropping on Salesmen 


merchandise; brands for which a velocity 
of turnover has been created. That means 
more advertising by the manufacturer. 
But from where is the money to come? 

A drooping, or even a static volume, 
seldom means an increased advertising 
budget. The best guarantee of a larger 
ad budget is a larger total volume of 
sales. Maybe it shouldn't be that way— 
but let's be realistic; we all know that 
that is how it usually is. 

Diversified distribution offers many 
manufacturers a more certain road to 
larger volume than does diversified pro- 
duction. But diversified distribution can- 
not be won and cannot be made to pro- 
duce its true volume potentials, unless 
and until: (1) The manufacturer's sales 
organization is properly changed to con- 
form with the requirements of selling a 
diversified group of outlets. (2) The 
manufacturer's promotional program is 
intelligently conformed to the require- 
ments of each of the major types of retail 
outlets. 

Grey Matter (Grey Advertising 
Agency, Inc.), October 1949, p. 1:4. 


AUNIQ! E study of 600 jewelry salesmen was made by Horton & Henry, sales 
consultants, for the Sterling Silversmiths Guild of America. A hidden microphone 
survey enabled the Guild to eavesdrop on a number of salesmen in a typical business 


It showed 
About half the time the 


day 


for the customer to make up his mind. 
Some 10 per cent used a negative sales method, suggesting that maybe the cus- 


tomer ought to think it over and come back later 
Once the sale was made, nine out of ten salespersons let it go at that, without 


trying to sell an additional item 
Where the salesmen used good methods, the sales were made in 70 per cent of 


the cases; the negative approach yielded not a single result. 


salesmen made no effort to close the sale but waited 


Newsweek 10/24/49 


@ POPULATION INCREASES and higher family incomes, according to Lansing P. 
Shield, President of Grand Union Company, will necessitate more than 6,000 additional 


supermarkets, add over $6 billion to retail food sales 


If the population hits 160 


million in 1960, this would mean 3,500,000 more families and 10,000,000 more mouths 


to feed, 
$3.646 in 1950 to $4,029 in 1960 
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Shield points out, adding that average family income should rise from 
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IRMS that use the mails to sell their 
BF ssodacts are finding they have to run 
faster now just to stand still. 

The bright, coyly-worded circulars, 
postcards ard letters that drift onto your 
desk and into your mailbox at home, 
urging you to buy anything from maga- 
zines to nylon hose, are bringing fewer 
replies, percentagewise. So say experts in 
this “direct mail’ advertising. To keep 
their sales high, many companies are 
loading the postman with even more mail- 
ing pieces. Others are sharpening the 
sales appeal in their letters. A few are 
dropping out of the race until its pace 
slows down. 

One New York City firm which prints 
and mails over 100 million pieces of 
material a year for other companies found 
its mailings for about the first eight 
months of 1949 11 per cent heavier than 
in the same period in 1948. 

A good indication that more companies 
are turning to this mail-more-stuff ap- 
proach is the recert sharp rise in list 
testing. If you want to advertise some- 
thing by mail, you can rent—or some- 
times buy a list of *prospects. 

One company, for instance, will sup- 
ply you the names and addresses of one 
thousand wealthy women for $25, or a 
like number of ichthyologists (fish ex- 
perts) at $16.50. Most direct mail people 
circularize names before renting the 
whole list, and the increase in this kind 
of testing indicates people are planning 
to do more mailing. One Boston list 
broker says his firm had more tests out 
during the latter months of 1949 than 
ever before in the history of the company. 

Other companies say they're trying to 
lure more orders from the great reading 
public by improving the writing or layout 

of their letters. Some are aiming them 
at carefully selected groups. Dale Y. 
Ecton, manager of advertising distribu- 
tion for Trans World Airlines, says his 
company will send special mailings to 
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doctors this winter suggesting a flying 
vacation for a long weekend. They figure 
the medicos don’t have time for a longer 
holiday and will have the money to get 
away for a short one. A similar campaign 
will be beamed at bankers. 

One big addressing-and-mailing firm 
posted 500 million pieces of direct mail 
in 1948 and approximately the same 
number in 1949. Before the war, a com- 
pany spokesman recalls, ““we considered 
100 million pieces a very good year.” 

Almost every firm in the country uses 
some form of direct-to-you advertising in 
the course of a year, and this kind of 
selling gets a direct response which can 
be measured quickly and accurately. So 
when you talk to a lot of direct mail men, 
you get a pretty good idea of what's hap- 
— to business generally. 

Lagging returns on direct mail ads, for 
instance, reflect the growing caution of 
the consumer. Three or four years ago 
“any list would sell anything. You could- 
n't make a mistake,” says one Chicako 
list broker. “Now it’s hard not to make 
a mistake.” 

Some companies have decided the race 
to keep direct mail responses from fall- 
ing behind is just too mvch for them. 
Says Vice President J. W. Walker of the 
Postal Life and Casualty Insurance Co. of 
Kansas City: “Returns are down, so we 
feel there's no use butting our heads 
against a stone wall. When we begin 
getting a better response, we ‘Il start mail- 
ing more.’ 

One national publication recently in- 
vestigated the possibilities of slashing its 
postal costs by mailing 7,500,000 sub- 
scription-seeking letters from South 
America. The magazine figured it would 
be able to make the mailing for $150,000 
instead of the $250,000 to $300,000 it 
would cost in the United States. 

Experts in the business who have 
studied the plan say the saving in postage 
would be startling. They claim you can 
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mail a third-class advertising piece from 
some places in South America to any- 
where in the U. S. for a fraction of what 
it costs to post it from one U. S. point 
to another; if you start out with American 
dollars, the rate of currency exchange 
makes this possible. A representative of 
the magazine asserts that it has found a 
South American country from which it 
can mail the letters to prospective U. S. 
subscribers for $7,800. The same mailing 
would cost almost ten times as much— 
$75,000,—in the United States. 

The magazine would also save on lower 
labor costs for printing and addressing. 
The work would be done by a firm of 
North Americans who have set up shop 
south of the border to handle this sort of 
job. 


How to Give the Customer What He Wants 


In Washington the Post Office a 
ment, which stands to lose revenue from 
such a scheme, indicated it would do its 
best to stop the practice if it became wide- 
spread. | 

Gravely worrying direct mail men ts 
the prospect that their postal costs may 
go even higher. The Postmaster General 
has proposed—among other things—that 
rates on postcards and third-class mail, 
which includes most direct mail advertis- 
ing, be hiked sharply. Business postcards, 
for instance, would go up from a penny 
to two cents. The total hike in the mail 
bill for direct mailers would be tremen- 
dous. 

—By JoHN A. McWetny. The Wall 
Street Journal, September 27, 1949, p. 
ty 


THE quickest way to profits—and the permanent assurance of such profits—is to 


serve the customer in ways in which the customer wants to be served. 
can a company find out the ways in which its customers want to be served? 
Motors Corporation finds out by asking them. 


But how 
General 
Its research staff asks more than 


2,000,000 motorists all manner of questions about their likes and dislikes every year. 
And it gets enough replies to fill an encyclopedia. 

The customer research staff works in close cooperation with GM's research labora- 
tories, Fisher body, the styling section, the GM proving ground, top management, and 
the various divisional engineering, sales and service organizations, supplying them with 
data that are constantly flowing into the central office direct from owners of cars of 


all makes all over the country. 


Customer research makes 15 to 20 surveys a year. 


It has tried varied methods 


of ascertaining likes, dislikes, preferences, ideas, habits, opinions, and buying motives. 


Now it depends almost entirely upon questionnaires. 
form of printed booklets or folders that are easy to read, and easy to answer. 


All questionnaires are in the 
GM 


customer research tries to inject human interest and a touch of drama into its mailing 


pieces. 


Copy is informal and candid and written in the vernacular of the motorist 


Pen-and-ink drawings brighten the questionnaires and focus attention on the questions. 
Even longhand notes are sometimes casually inserted to resemble afterthoughts or 


editorial corrections. 
in tone, and low-pressure in approach. 


As a result, the questionnaires are interesting, sincere, informal 


Answers to nearly all the questions can be check-marked, but space is provided 
for remarks at the end of many sections, and some “rather personal” information is 
requested, including age, sex, make and model of car owned, whether bought new 
or used, about how far it has been driven, and “What make of car do you expect to 


buy next time?” 


Respondents are assured that this information is for statistical pur- 


poses only and would be helpful, but they may skip this page. 
With the help of continual polling, it is possible for GM to tell how the average 


motorist feels about many things: 


How he rates his dealer's service, how he went 


about buying a used car, what make of car he owns now, what he thinks of it, what 
make he is likely to buy next time, which makes he considers most attractive and 
which least attractive, what he thinks about all major features of cars, and so on. 
Such information helps GM build the kinds of cars motorists want and it helps GM 


sell the cars it builds 
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Salesmen in a Buyers' Market 


SAR from being pessimistic over the buyers’ market, most salesmen are welcoming 
the change and basking in the regained prestige it has brought them. A recent 
survey by the Opinion Research Corporation's public opinion index for industry 
(Princeton, N. J.) showed that salesmen are not looking for magic formulas, but are 
relying on more intensive use of time-tested selling techniques such as making more 
contacts, keeping closer contact with customers, preparing better presentations and 
more plain hard work. Eighty-six per cent of respondents in the 50 companies con- 
tacted opined that the return to a buyers’ market is a healthy situation for an aggressive 
seller—in other words, a buyers’ market is actually a salesman’s market 
Some 84 per cent declared that a salesman doesn’t have to ride with the tide; 
there’s a lot he can do when business slumps. Another 88 per cent said that as far as 
they personally are concerned, the buyers’ market is here mght now, and 79 per cent 
admitted that they are finding it harder to make sales than a year ago 


In contrast to the optimism of the men in the field, sales executives questioned 
whether aggressive selling can do much to offset declining demand. Exactly 36 per cent 
were decidedly dubious. Another 32 per cent thought salesmanship could help reverse 
the trend, but wouldn't prove a panacea. Typical comment: “You can't create demand 
If it's there, you can go out and get your share. But if customers aren't buying, 
there's not too much you can do Like the salesmen, executives are not searching 
for spectacular new tricks. Nor are they considering radical new policy shifts. They 
are using the same tools, but working them harder 


Salesmen had definite ideas as to how their companies ought to back them up. 
Varying from one product line to another, 54 to 90 per cent cried out for increased 
advertising budgets. Between 50 and 87 per cent wanted faster deliveries and closer 
cooperation between the plant and the field; and 45 to 80 per cent thought prices 
should be adjusted more quickly and made more flexible. Others wanted more in- 
tensive promotional campaigns, greater merchandising efforts, including the use of 
packaging and premiums, ard readjustments of sales quotas 


Asked point-blank to rate their companies on each of the sales helps they regarded 
as important, salesmen generally declared themselves well satisfied, voting a rating of 
excellent’ or “good.” But among those who griped about customer service, a sizable 
minority rated their companies “only fair’ or “poor.” The breakdown: paper, 46 
per cent; electrical machinery, 43 per cent; food, 31 per cent. Similarly, many who 
regarded pricing as important give their companies low performance rating: power 
plant equipment, 41 per cent; electrical machinery, 39 per cent; automobiles, 32 per cent 
Tide 9/16/49 


@ YOUR DISPLAYS NEED BACKING: For every $5,000 available for display 
material, the advertiser should have another $2,000 ready to make sure the pieces go 
up and are used at point of purchase 

Howarp Isuam, quoted in National Sales Executives Digest 


AMA MARKETING CONFERENCE 


A Conference of the Marketing Division of the American 
Management Association will be held on Thursday and Friday, 
March 16 and 17, 1950, at the Hotel Statler, New York City. 
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ODAY’S declining prices present new 
problems to industry and necessitate 
adjustments in some management habits 
acquired during the long period of rising 
prices. A well-designed cost reduction 
program organized to lower the break- 
even point can encourage the speedy com- 
pletion of these managerial adjustments. 
Such a program should supplement and 
not replace the regularly established man- 
agement activities carried on for control 
purposes. If anything, the regular means 
of control should be strengthened. in 
fact, the cost reduction program proposed 
may well serve to focus attention cn the 
inadequacy of existing reports and con- 
trols, and consequently enforce the sub- 
stitution of more effe tive methods. 

What, then, is a cost reduction program 
—how do you get it started, and how do 
you keep it going? 

Simply expressed, a cost reduction pro- 
gram consists of organizing the efforts of 
all the management personnel toward the 
attainment of a cost level of cperations, 
i.e., selling, producing, and admninister- 
ing, which will permi. a satisfactory profit 
yield commensurate with the business 
volume. 

The first step i1 the organizing process 
is to establish a widespread awareness of 
the problem. Thus the facts must be pre 
pared and presenied so that they can be 
easily understood. 

Break-even points are established for 
each major product group or major divi- 
sion of the business, and if possible, as 
of several different cates so as to demon- 
strate the effects on the treak-even points 
of changing business conditions. 

Break-even charts «°e prepared and are 
reviewed at meetings called for the pur- 
pose and attended by interested parties of 
the sales, production, staff, and admin- 
istrative divisions. 

A very careful explanation is made of 
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Organizing for Improvement in the Break-Even Point 


ENY 


costs and of their fixed and variable ele- 
ments. It is explained that fixed costs 
are of three types: (i) costs which are 
fixed by conditions fundamental to the 
operation of the business; (2) costs which 
are fixed by management policy from 
month-to-month or year-to-year; (3) costs 
which represent the fixed rtion of 
semi-variable costs, e.g., shut-down main- 
tenance costs, plant protection costs. 

It is further explained that variable 
costs are those which should rise and fall 
with volume changes. These are the costs 
on which management expects day-to-day 
adjustment to maintain the proper rela- 
tionship with day-to-day changes in sales 
or production volume. 

With costs, both fixed and variable, 
analyzed as just explained, and with the 
use of break-even charts, it is easy to 
demonstrate the important effects on the 
break-even point of increases or decreases, 
or changes in their relationship. Of 
course, the necessity of a low break-even 
point is emphasized, for as the percentage 
of break-even volume to capacity volume 
is lowered, the margin of operating safety 
is increased. 

A frank discussion of this type lays 
the groundwork for carrying out the cost 
reduction program. Department heads 
can see for themselves what must be done 
—they can even see the items of cost 
which afford the greatest opportunity of 
cost reduction. Policies which govern 
certain costs are exposed to question. 
Direct and and service 
charges are scrutinized and questions 
raised regarding the value of the service 
as related to cost of the service. 

After the need for the cost reduction 
program has been thoroughly established 
with all the management organization, an 
outline is prepared to invite suggestions 
and direct attention along specific lines. 

The program in operation at the 
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Bridgeport Brass Company, with which 
the writer is nein is built around 
several specific classifications of effort to 
bring about an improvement in break- 
even points. Here are some: 


(1) Raise Efficiency. This means more 
effective use of time and reduction in 
number of workers to do a given job. 

(2) Increase Sales. This means ex- 
ploring all possibilities, lower prices, im- 
proved products, better advertising, in- 
creasing customer service, a wider market 
coverage, etc. 

(3) Reclassify Where Necessary. This 
means assigning each employee to the job 
he is best qualified for and seeing that 
he is paid accordingly. 

(4) Cut Waste. This means using 
greater care on the job and reduction in 
the amount of spoiled work resulting 
from carelessness. 

(5) Save on Freight. Freight costs 
have increased to the extent that every 
possible means should be found to avoid 
L.C.L. rates, to ship according to the 
most economical carrier, to obtain better 
ways of crating and boxing. 

(6) Drop Useless Services. This 
means re-examination of reports, systems, 
and procedures which now may not be 
providing the service for which they were 
originally intended 

A cost reduction program, to lower the 
break-even point and maintain it at a 
satisfactory margin of safety, must be 


Realistic Teaching of Investment Problems 


supported by a sound system of reporting 
profit performances. Fundamental thereto 
is a profit budget and where possible the 
use of standard costs. 


Persons responsible, individually or 
jointly, for the operation of a division of 
the business, or for the profit yield from 
a group of products, must feel that they 
are being fairly judged, that the profit re- 
quirement load is equitably distributed, 
and that costs for services over which 
they do not exercise direct control are 
charged in* amounts commensurate with 
the value of the service. Such persons 
must therefore cooperate in preparing the 
standards and budgets which will be 
used; must understand, accept, and ap- 
prove the yardsticks as well as the basis 
of the charges to their divisions. Arbi- 
trary pro-rations are to be avoided. 

A ptogram of the type proposec 
arouses new enthusiasm, stimulates ac- 
tion, provides a means to overcome cer- 
tain prejudices, opens the door to ideas 
which might otherwise be rejected and 
develops a closer tie-in of the top execu- 
tives with the first-line supervisors. Cer- 
tain it is that if profit margins are to be 
maintained at satisfactory levels, cost re- 
duction must be effected in order to off- 
set price reductions. Break-even points 
must be lowered. ° 

By STANLEY Z. BRONNER. Cost 
and Management (Society of Industrial 
and Cost Accountants of Canada, Inc.), 
November, 1949, p. 328:7. 


HE New York State School of Industrial and Labor Relations is bringing reality 
into the classroom at Cornell University in its course on “The Corporation.” Each 
student enrolled in the course receives an imaginary credit of $10,000 to invest in the 
stock market—the aim: to familiarize him with security transactions and to give him 


painless practice in security evaluation 


Students can invest their imaginary credit of $10,000 for securities on the New 
York Stock Exchange, the New York Curb Exchange or the Bond Market. They main- 
tain a list of the securities selected, and state the reasons for their investments. At 
any time during the term they may dispose of a security in favor of another by giving 
an explanation for the change. Statements showing the gain or loss on each security 
with dividends included, are kept by each student. Brokers’ expenses are taken into 


account 
The course covers three main topics 


(1) interpretation of corporate hnancial 


statements; (2) internal organization and control of corporate operations; and (3) the 


role of the modern business corporation as a social and economic institution 
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The Under-Depreciation of Corporate Assets 


ISCUSSIONS of corporation earn- 
] Pave reports in recent years have re- 
peatedly emphasized the overstatement of 
real corporate income which results from 
the inadequacy of current depreciation 
charges to provide for the replacement, at 
present costs, of the plant and equipment 
which is being used up in current pro- 
duction. According to usual—though re- 
cently much debated—accounting prac- 
tice, annual depreciation charges, which 
are deducted from earnings for the pur- 
pose of amortizing the value of fixed 
assets during their estimated useful life, 
are based upon original costs of plant and 
equipment. But the cost of replacement 
today is far above original cost.. Hence 
current depreciation charges are in most 
cases at a rate far below the amounts now 
needed to build or purchase similar 
assets. 

This inadequacy of depreciation 
charges causes an overstatement of “net 
income.” In effect what has happened is 
that business has been selling out its low- 
cost productive assets piecemeal, and has 
been taking the “'profit’’ into operating 
income, and paying taxes on it, without 
adequate provision for replacement. 

In connection with studies made by the 
National City Bank of New York of 
1948 corporation earnings, a tabulation 
was made of gross and net book valua- 
tions of plant and mt wey and 1948 
depreciation charges of 2,601 of the 
larger corporations, covering all lines ex- 
cept banking, insurance, investment, 1- 
nance, and real estate. This tabulation 
showed that the gross property account 
reported by these corporations at the end 
of 1948 totaled approximately $113 bil- 
lion, while accrued reserves for depre- 
ciation (including depletion and amorti- 
zation, if any) totaled $42 billion, leav- 
ing a net property account of $71 billion. 
Last year's depreciation charges totaled 
$3.8 billion, which represented a rate of 
3.4 per cent on the gross property valua- 
tion. This rate indicates that property 
assets were being depreciated on the 
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basis of an average life of approximately 
30 years. Many manufacturing companies 
charge off plant and oe at much 
faster rates than do the railroads and 
public utilities, which together make up 
more than half of the total net property 
account in our tabulation. 


According to past relationships, this 
sample may be assumed to represent ap- 
proximately half of the book valuation 
of the entire industrial plant of this 
country. Thus it provides a basis for an 
estimation of the extent of the inade- 
quacy of depreciation which may be con- 
sidered applicable to the whole of Amer- 
ican industry. 

The property currently carried on the 
books of these corporations at $71 bil- 
lion cost originally $113 billion. The 
average cost of industrial and commercial 
building, during the 30 years over which 
this plant has been constructed, may be 
roughly measured by an index of build- 
ing costs computed by the Engineering 
News Record, which is widely used as an 
indication of over-all trends. From 1919 
through 1948 this index averaged 199.5 
(based on 1913 = 100), and if weighted 
according to expenditures each year for 
new plant and equipment averaged 213. 
The index for the year 1948 was 345, or 
62 per cent above the 30-year weighted 
average. 

While no single index can accurately 
represent the cost of all the varied items 
covered in “plant and equipment,” it may 
be estimated from these relationships that 
the cost of reproduction of American in- 
dustrial plant in 1948 was in the neigh- 
borhood of 62 per cent above its weighted 
average original cost; or, in other words, 
that the property of the 2,601 corpora- 
tions tabulated would have cost over 
$180 billion to replace in 1948. The 
accrued depreciation to date of $42 bil- 
lion which has been set aside out of earn- 
ings should really be $68 billion on the 
same basis, indicating a deficit of $26 
billion. 
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To accumulate $180 billion during a 
30-year average life, annual depreciation 
would have to reach $6.0 billion, as 
against the $3.8 billion actually charged 
in 1948, based on original cost. 

This calculation indicates that 1948 de- 

reciation of these companies fell $2.2 
Pittion short of recovering the current 
dollar cost of making good their annual 
wear, wastage and obsolescence. Doubling 
the sample figure to cover all the Amer- 
ican industrial plant, the estimated defi- 
ciency would be $4.4 billion, which, un- 
less earned, represents erosion of capital. 

For the three years since the war, there 
was for all American corporations a defi- 
ciency of depreciation charges of perhaps 
$12 billion. The effect of this under- 
statement was to exaggerate reported 
earnings before taxes by an equal amount. 
At the same time, as the Department of 
Commerce recognizes in its profits com- 
putations, the earnings included the effect 
of inventory price increases of $13 bil- 
lion, making a combined total of $25 
billion in unreal “profits.” 


In some cases corporations set aside 
reserves to be used for replacement pur- 
poses, and in their published statements 
made appropriations from earnings for 
these reserves, even though required by 
the U. S. Treasury to pay income taxes on 
the amount. Except as depreciation ac- 
counts were augmented by such charges, 
however, earnings were overstated, and 
the overstatement reflected simply the 
amount of plant and equipment used 
up at prices far below replacement costs. 

These estimates obviously are approxi- 
mate and subject to several qualifications. 
In calculating the 30-year weighted aver- 
age cost used as a base, it was assumed 
that annual expenditures for plant and 
equipment by the 2.601 companies were 
in proportion to such annual expendi- 
tures for all business as reported by gov- 
ernment agencies, which leaves room for 
some distortion. The index of building 
costs may not fully represent changes in 
equipment prices. The figures include 
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land which is not customarily depreciated 
and will not have to be replaced. This is 
not a large element. The book valua- 
tions in the accounts are not always uni- 
form, for accounting concepts and _prac- 
tices vary. 

But even with allowance for any de- 
fects in the figures, and without straining 
the argument, they demonstrate the di- 
mensions of this much discussed problem. 
They show that depreciation currently 
charged against earnings falls short by a 
wide margin of supplying the funds nec- 
essary for the replacement of the wasting 
assets. They :llustrate why corporations 
have had to retain an abnormally large 
percentage of their reported “net income” 
for re-investment. Our conventional ac- 
counting practices, influenced as they are 
by our tax regulations, simply cannot be 
relied upon as a safe guide of what earn- 
ings there are available for capital ex- 
pansion and improvement. -This needs to 
be borne in mind in judging current 
levels of reported earnings, the repeated 
attacks upon business for ‘‘profiteering,” 
and recurring demands for increased 
wages. 

The capital required to finance indus- 
trial replacements at present prices, over 
and above that provided by depreciation 
reserves based upon the recovery of orig- 
inal costs only, can be obtained only from 
three principal sources—reinvested earn- 
ings, borrowing, or sale of additional 
stock. All three require that business 
make good eafnings, without which there 
would be nothing to reinvest, and no 
basis for getting either loans or equity 
money. In many cases the future capital 
requirements are so heavy that the main- 
tenance of merely a “reasonable” level 
of earnings (whatever that may be) is 
not -nough; there must be a considerable 
margin over that yielded by riskless bond 
investment. 

Since plant expansion and replacement 
is a continuing process, the problem will 
be present until corrective measures are 
taken. Several foreign countries have rec- 
ognized this inadequacy of conventional 
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accounting by permitting a stepping up 
of depreciation charges allowable for tax 
purposes. Even if prices should level off, 
the outlay for new facilities in coming 
years will be far greater than the amount 


American standard of living by expand- 
ing production and lowering costs has 
been made possible only by an economic 
system that has constantly attracted a 
stream of new investment capital into 


set aside to replace them under present 
inadequate accounting methods and re- 
strictive tax regulations. 

Finally, there should be some margin 
of earnings, over and above that required 
for merely maintainiag the physical con- 
dition of the country’s industrial plant 
and machinery, to finance long-term 
growth. During the ten years since 1939, 
the population has grown from 131 mil- 
lion to nearly 150 million. The unparal- 
leled progress made in raising the 


power equipment for making work easier 
and more productive—in factories and 
public utility plants, on farms and rail- 
roads, in offices and in homes. Not only 
is this needed for supplying the wants 
of the people, but the very security of 
the nation depends upon it, as was dem- 
onstrated so effectively during the last 
war. 

-Monthly Letter of the National City 
Bank of New York, August, 1949. 


Cost Index Method for Determining Insurable Values 


THE most perplexing problem in placing adequate insurance for fire and related 

coverages is the determination of replacement and/or sound values on buildings 
and equipment, there being no particular problem in value of merchandise for these 
purposes, since goods are generally considered to be insurable at the price paid, if 
bought, or the cost to produce, if made. There are two. reasonably safe ways to 
establish replacement and sound values for buildings and equipment: (1) by an 
appraisal by reputable appraisal engineers, which is the safest way but requires time 
and entails considerable expense, and (2) by use of published cost indices which 
require little time and only the ability to make ordinary mathematical computations 
correctly. These indices are usually available from insurance companies. 

Sound value is current replacement cost less depreciation in accordance with age 
of the property. It is this value on which claim for losses is settled by all insurance 
companies, unless otherwise specified in the policy or by endorsement. Replacement 
value is full current replacement cost without any consideration as to age of property 
or depreciation. Insurance may be carried on this basis by application to insurers. By 
using published cost indices, the replacement value and/or sound value for adequate 
insurance coverage may be determined as illustrated below for buildings. 

Our data is as follows: 
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Cost oy 
building 
and Building Current cost 
addition cost index* factor 
Year (Dec. 31) (Jan. 1) (1948)** 


1940 . $150,000 1 
1941 
1942 50,000 7.7 1 
1943 25,000 22 5. 
1 


Average age 
factor (to 1948) 


(8 yrs.) $1,200,000 


(6 yrs.) 300,000 
(5 yrs.) 25,000 
1944 

1945 25,000 
1946 

1947 8.2 1.08 
1948 2 1.00 


(3 yrs.) 75,000 


Totals $250,000 ,700,000 


* Hypothetical—start of year. 
** 1948 divided by respective earlier indices 


(Cont'd on following page) 
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A solution is now possible 


Original Current Current 
Year cost ost factor replacement coct 
1940 $150,000 1.77 $265,500 
1942 50,000 1.58 79,000 
1943 25,000 1.53 38,250 
1945 000 1.24 31,000 


Replacement cost . $413,750.00 


Depreciation 


Average age 
7 years 


1,700,000 250,000—7 years 
at 1% 7% of 413,750.... 


Sound value . $384,787.50 


The same procedure may be followed for other classes of depreciable properties 
by using applicable class indices and depreciation rates 


J. L. Davis in N.A.C.A. Bulletin 12/49 


Foreign Currency Devaluation Creates Accounting Problems 


URRENCY devaluation by some 25 countries has forced reconsideration of tradi- 
tional methods of accounting where foreign exchange is involved, according to 


a recent statement issued by the research department of the American Institute of 
Accountants 
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Devaluation, the report declares, has created difficulties for American firms in 
expressing the accounts of foreign subsidiaries and branches in terms of United States 
dollars, and in preparing consolidated financial statements that reveal a fair picture 
of the results of their operations 


“In view of the uncertain values which must be associated with the assets and 
liabilities of foreign subsidiaries and branches,”’ it asserts, “there may be many cases 
in which it will be desirable to exclude them from consolidated financial statements.’ 

The Institute adds, however, that there must be an adequate disclosure of foreign 
operations even when these subsidiaries are not consolidated. 


The greatest deviation from traditional accounting practices which may be called 
for under present conditions is in relation to long-term liabilities, which have usually 
been translated at the rates prevailing when the liability was contracted. ‘The argu- 
ment has been advanced,” the report says, apparently without satisfactory re- 
buttal, that long-term bonds will be paid off in post-devaluation currencies and there- 
fore should be translated at post-devaluation rates. The logic supporting this argument 
is convincing for a fall in rates of the breadth and size of the one just witnessed 
Accordingly, with respect to long-term bonds, the general rule should be modified to 
permit translation at post-devaluation rates.” 


With respect to substantial losses resulting from the recent devaluation, the 
statement says, “While the possibility of losses from currency devaluatiédn may ordi 
narily be considered to be a risk inherent in the conduct of business in foreign coun- 
tries, the worldwide scope and unprecedented magnitude of the recent devaluations of 
foreign currencies are such that they cannot be considered recurrent hazards of business 
Accordingly, the losses resulting from such devaluation would appear to be of such a 
nature that, if they are so material in amount that their inclusion in the income state- 
ment would impair the significance of net income to an extent that misleading infer- 
ences might be drawn therefrom, they might appropriately be charged to retained 
income (surplus).”’ 


Operations during a period of shifting exchange rates have usually been translated 
up to the date of devaluation on the basis of the [Pepeemenry rates. In some cases, 
the statement suggests, more realistic results would be obtained in the present situation 
if income in foreign currencies were translated for the entire fiscal year at the new rate 
The statement adds that “the standard rule for translation of fixed assets at rates in 
effect when the asset was acquired or constructed generally should be followed.” 
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Employee Contributions to Retirement Plans 


patty employees contribute directly 
toward the cost of privately financed 
pension plans? This question was brought 
into sharp focus as a result of the Steel 
Industry Board's recommendations during 
the early stages of the recent steel labor 
negotiations. The ensuing controversy be- 
tween management and the unions, not 
only in the steel industry but in other 
industries as well, has made this problem 
one of the most important ones facing 
American industry today. 

The principal arguments in favor of 
employee contributions to funded retire- 
ment plans include: 

(a) Such contributions help materially 
in meeting the cost of the plan. To a firmn 
whose budget is limited, this may mean 
the difference between an adequate and 
an inadequate plan. 

(b) The pattern of contributory plans 
is well established in the United States. 
The Social Security Act requires employee 
contributions. So do the Railroad Retire- 
ment System, the United States Civil 
Service Employees Retirement System, 
and most state and municipal retirement 

lans. The majority of private plans are 
ikewise of the contributory kind. 

(c) Employees’ interest in and appre- 
ciation for a retirement plan are materi- 
ally enhanced when some of their own 
money is invested in it. 

(d) The very fact that employees 
share in the cost should act as a damper 
on unreasonable demands for extensive 
liberalizations. 

(e) A contributory plan can always 
be amended, without difficulty, to the 
non-contributory basis, but once a non- 
contributory plan is established, the em- 
ployer is probably committed to the prin- 
ciple of providing pensions without cost 
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to employees. Thus if there is any doubt 
as to which method should be used, it is 
best to start off on a contributory basis. 

On the other side of the picture, the 
proponents of non-contributory plans 
present these principal arguments: 

(a) When employee money is involved 
it is more difficult to resist a demand for 
employee participation in the adminis- 
tration of the plan. (It should be noted, 
however, that some unions are insisting 
upon joint administration of non-con- 
tributory plans, using the argument that 

ension funds obtained through collective 
ev ae are in lieu of an increase in 
cash wages, and therefore really represent 
employee money.) 

(b) Employees must pay contributions 
out of taxed income, whereas the em- 

loyer's cost of the plan is deductible 
hen his taxable income as an expense of 
doing business. 

(c) Under a contributory plan, death 
and withdrawal benefits must necessarily 
be provided, and other expensive fea- 
tures, such as liberal vesting provisions, 
frequently accompany employee contribu- 
tions. Thus employee contributions do not 
result in a dollar-for-dollar reduction in 
the employer's cost of the same plan on a 
non-contributory basis. 

(d) Under a contributory plan more 
detailed records are required. 

(ce) Employee create dif- 
ficult incidental problems, such as de- 
mands for withdrawal or loan privileges 
during temporary layoffs or periods of 
depressed earnings. 

While significant statistics as to the 
trend of contributory and non-contribu- 
tory plans are unavailable on a nation- 
wide basis, most employers who are 
familiar with the operation of both types 
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of plans seem to favor the contributory 
type. During the war, high taxes and 
wage stabilization led to the adoption of 
many non-contributory plans, but since 
the end of the war there has been a 
marked return to the contributory prac- 
tice. A review of a number of plans 
which we recently conducted reveals that 
about 80 per cent of plans adopted or re- 
vised up to 1942 required employee con- 
tributions. From 1942 through 1945, the 
percentage of contributory plans fell to 
38 per cent. From 1946 to date approx- 
imately 55 per cent of the plans adopted 
are on a contributory basis. Studies re- 
leased by other organizations interested 


Fire Prevention — A 


ACH year almost 11,000 Americans 
E die needlessly in fires and more than 
twice that number are severely burned or 
disfigured for life. Losses from fire 
throughout the entire nation reach the 
astounding total each year of more than 
$75,000,000. Broken down by days, 
these figures indicate that there are more 
than 700 home fires, 28 deaths by fire, 
130 store fires, 100 factory fires, 7 school 
fires, 4 theater fires, and 3 hospital fires 
every day in the year. 

Fire prevention in the industrial plant 
is, of course, a matter of discipline—of 
rules strictly enforced; of well-trained 
watchmen; of careful and continuous in- 
spection; of adequate fire control devices; 
of well-trained firemen or crews who can 
jump into action within seconds. 

The watchman plays a vital role in 
protecting the plant against fire. His 
rounds should be made hourly during any 
period (night, Sundays, and holidays) 
when the property is not operating. In 
certain industrial properties having severe 
and unusual fire hazards, rounds should 
be made preferably every 30 minutes. 
The watchman’s first round is the most 


in the pension problem show evidence of 
the same general trend. 

There are too many variables involved 
to make it feasible for any executive to 
attempt an arbitrary decision as to whether 
a contributory or non-contributory plan 
is best for his company. This is a vital 
point, in common with many other ques- 
tions that arise in the development of a 
retirement plan, which every employer 
must settle on the basis of his own spe- 
cific—and not infrequently, unique— 
problems. 

—The TPF & C Letter (Towers, Per- 
rin, Forster & Crosby, Inc., 12 S. 12th St., 
Philadelphia), October, 1949. 


Year-Round Job 


important for this should be the real in- 
spection tour. During this round, he 
should see that: 

1. Outside doors are closed and 
locked, windows, skylights, fire doors 
and fire shutters are closed. 

2. All oily waste and rubbish have 
been removed. 

3. Fire apparatus is in its place and 
not obstructed. 

4. Aisles are cleared. 

5. No cigar or cigarette stubs or burnt 
matches are about, indicating smoking in 
toilets, corners, or elsewhere. 

6. All gas or electric heaters, flat- 
irons, soldering irons, glue-pots, etc., 
have been shut off. 

7. Hazardous manufacturing processes 
have been left in safe condition—the 
temperature of dryers, annealing furnaces, 
etc., which continue operating during the 
night, being noted on all rounds. 

8. All sprinkler valves are open. 

9. Heat is on, during cold weather, in 
all heated rooms. 

A pad of simple forms should be pro- 
vided each watchman so that he can make 
an adequate report on all violations of 
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these and other rules and report them to 
management in the morning. 

Good housekeeping in plants and 
shops must be continuously stressed for 
the elimination of the hazards of clut- 
tered aisles, of having dirty, greasy rags 
scattered around, of aprons or wraps 
hung over fire extinguishers, electric wires 
tied up with string or tape, cigarette butts 
tossed on the floor or into corners. 

Large plants have found it advisable 
to select certain employees in each de- 
partment, train them to put out a small 
fire at once, and teach them how to 
handle fire extinguishers. When a fire is 
noticed, these men go into action 
promptly. This means that while one of 
them calls the fire department, another 
selects the proper fire extinguisher and 
starts to work on the fire, while still an- 
other shuts off the electric current, if that 
is necessary. Their main purpose is to get 
at the fire in the first five minutes and to 
prevent inexperienced or untrained men 
from making the situation worse. 

A specified list of rules for handling a 
fire should be posted in every department 
in a plant. Every foreman and supervisor 
should know the rules and see that they 
are followed when a fire occurs. Follow- 
ing is a list reprinted from Ford Motor 
Company's Rouge News: 

1. First call the fire department, either 


by dialing extension—or through an alarm 
box. Give complete location on phone. 


2. If the fire is caused by electricity, shut 
off the current. 


3. Use the nearest fire extinguisher. 
Don't permit an extirguisher brought in 
from another department to be used. 


4. Direct the firemen to the blaze. If 
possible have a man in the department meet 
the firemen at the nearest entry to lead 
them directly to the fire. 


5. When an extinguisher has been used, 
notify the Fire Department immediately so 
that it may be recharged and be ready for 
the next fire. 

There is no question here about what 
to do in case of fire—it is clearly ex- 
plained so any worker can understand it. 

Constant and vigilant inspection of the 
premises of a plant is without doubt one 
of the best methods of preventing costly 
industrial fires. Generally the company’s 
fire department has this job of plant in- 
spection. In order to do a thoroughly 
good job of es the crew respon- 
sible for the job should have some type 
of form which will permit a thorough in- 
spection and report on conditions. 

Selling the employee on fire prevention 
at work and at home is a matter of keep- 
ing everlastingly at it. Posters, articles 
jin the employee magazine, fire drills at 
specific intervals, all belong in the pro- 
gram. Strict enforcement of “no smok- 
ing” rules, good housekeeping campaigns, 
and a vigilant supervisory group also help 
to make the employee understand that 
management means business when it 
comes to prevention of fires. 

—The Dartnell Corporation, Inc., 4660 
Ravenswood Ave., Chicago, 9 pages (plus 
illustrations). 


Many Firms Liberalizing A & H Policies 


ANY companies writing broad coverage accident and health policies have recently 
revised their policies not only to comply with the requirements of the Third 
Edition of the Official Guide as required by eight state insurance departments, but 


further to broaden and clarify the policy coverage in several important respects. 


These 


extensions of the policy coverage are being made without additional cost to the policy- 
holder. This announcement was recently made by J. F. Follmann, Jr., manager of the 
Bureau of Accident & Health Underwriters. 

A number of important extensions of policy coverage have been indicated in the 
new policies now being made available. One of these is the substitution of “Acci- 
dental Bodily Injuries” in the insuring clause of accident policies to replace the former 
“Accidental Means.” The effect of this change was the subject of study and discus- 
sion by the underwriting committee of the Bureau for several years, the committee 
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finally reporting to the effect that should such a change be made, companies in order 
properly to segregate the accident coverage from the health coverage should give con- 
sideration to excluding disease or medical or surgical treatment therefor. 

Another important extension of the policy coverage without additional cost to 
the policyholder is a marked modification in the aviation exclusion. Formerly policies 
had completely excluded losses resulting from air travel. That exclusion is now being 
narrowed down appreciably so that usual passenger hazards are now covered. This 
extension has been based on recommendations of the Bureau's aviation subcommittee 
after receiving a four-year collection of aviation loss experience statistics. 

Another added feature in many of the revised policies is the inclusion in the 
surgical coverage schedule of a provision for payment for all cutting operations whether 
listed in the schedule or not. Some companies have provided this coverage in the 
form of a fixed sum for such non-scheduled operations. Others have provided that 
such operations shall be paid for on a proportionate basis to those operations listed in 
the schedule. Difficulties have been occasioned with some of the state insurance 
departments in trying to include this additional coverage in the policy, and these diffi- 
culties have been further confused by the fact that two state departments have taken 
contrary and irreconcilable viewpoints. Because of this complication some companies 
have decided not to include this added coverage in their policies. 

A fourth added feature in the new policies is an improvement in the elective 
indemnity provision so that the policyholder can no longer jeopardize his position in 
making his elective choice. Under this revised provision recommecded by the Bureau 
some time ago, a policyholder is now given complete latitude so that regardless of his 
original choice he now receives what would ultimately have proved to be the larger 
amount under this benefit. 
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Forecast of Group Insurance Trends 


REDICTIONS in regard to future group life insurance trends were outlined by 

Dudley M. Mason, Personnel Research Director, Armstrong Cork Company, Lan- 
caster, Pa., before the recent Chicago conference of the Federation of Employees 
Benefit Associations. 

Approximately 62 per cent of present group life plans have a_ three-month 
eligibility waiting period. Mr. Mason feels there will be a tendency to start the plan 
at employment. The “floater” argument for waiting is offset by the clerical expense 
of looking up the employee and enrolling him later when he becomes eligible 

According to Mr. Mason's figures, 55 per cent of the present plans are con 
tributory with the employer paying 50 per cent of the cost under 67 per cent of the 
contributory plans. He predicts that in the future two-thirds of the plans will be 
contributory but that the employer will pay a larger share of the cost. Employers now 
pay from 40 to 50 per cent of the cost on the average. Mr. Mason expects this to go 
up to about 75 per cent 

Today about 56 per cent of the group life plans have uniform benefits, with 70 
per cent of such benefits being $1,000. He expects this percentage to go down to 
40 per cent and that the average benefit will be increased from $2,000 to $3,000 

Mr. Mason predicts the number of graduate benefit plans will increase from the 
present 44 to 60 per cent. Today about 75 per cent of such plans provide the 
equivalent of a year's income, while in the future this will run from one to one 
and one-half 

A trend toward continuing group life benefits of pensioners was also predicted 
by Mr. Mason. Today about 53 per cent of the group plans discontinue coverage on 
retired employees; 30 per cent continue the same amount of coverage; while 17 per cent 
continue coverage but reduce it. He feels these percentages will change to about 10 
per cent, 20 per cent, and 70 per cent, respectively. He feels that the trend will be 
for the employer to pay 100 per cent of the cost of coverage for retired employees 
amounting to one-third to one-half of the active employee coverage 

At present about 45 per cent of the employers retain group life dividends, while 
5S per cent report they apply them to provide increased benefits. As the unions are 
eyeing these dividends, Mr. Mason feels that employee contributions in the future will 
tend to be based on net costs 
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O determine whether industry's pen- 
sion plans are predominantly on a 
contributory or non-contributory basis, 
the Conference Board recently checked 


255 plans. Nearly 60 cent 


of the plans studied proved to be on a 
joint contributory basis. 

All pension plans included in the sur- 
vey were made effective or were revised 
since October, 1945. The only plans 
studied were those which apply to all em- 
ployees including wage earners. The 255 
companies included in the survey employ 
1.5 million workers. 

The extent to which pension plans are 
on a contributory basis depends upon the 
type of funding. The Board points out 
that “Plans underwritten with insurance 
companies under a group annuity contract 
are ordinarily on a joint contributory 
basis (75 per cent). In the self-adminis- 
tered trusteed plans, which are on an actu- 
arial basis and which provide for an irre- 
vocable trust, the majority (52.5 percent) 
are on a non-contributory basis.” 

The proportion of pension plans on a 
contributory basis has been analyzed by 
type of industry. While the proportion of 
contributory plans is somewhat higher in 
some industries than others the majority 
of plans in most industrial groups require 
employee contributions. The only in- 
dustrial classification in which the non- 
contributory plans are in a clear majority 
is in wholesale and retail establishments. 
The proportion of non-contributory plans 
is somewhat larger in non-manufacturing 
establishments (43.7 per cent) than in 
manufacturing (40 per cent). 

Contributions by employees are re- 
quired in more than three-quarters of 261 
group insurance plans recently surveyed 
by the Board. In an earlier survey (1945), 
the Board noted that nearly half of such 


Pension Trends 


plans studied were paid for entirely by 
the employer. 

Many different ways of splitting the 
cost are reported in use in the 191 com- 
panies furnishing the Board with infor- 
mation on this point. In 86 of these 
companies (45 per cent or nearly half), 
the employer pays the same proportion of 
the cost for all the benefits included in 
the insurance program. It is noted that 
the company’s share of the cost under this 
type ranges from less than 10 per cent to 
100 per cent, but with more than two- 
thirds of the companies paying 50 per 
cent or more of the cost. Over a third of 
the companies support the entire cost of 
the program. 

It was found that the benefit for which 
companies contribute the largest share is 
life insurance. Companies as a rule con- 
tribute a smaller proportion of the cost 
for hospital and surgical benefits for their 
employees than for other types of per- 
sonal coverage. Over 40 per cent of the 
firms having hospital bene- 
fits for employees’ dependents require the 
worker to pay the entire cost of this pro- 
tection. 

A minority of the group insurance 
plans studied have been we part of a 
union agreement. Of the 216 companies 
giving information on this point, 128 (or 
59.2 per cent) said that the plan had not 
been incorporated in the union agreement. 
Fifty-seven (26.4 per cent) reported that 
they had reached an agreement with their 
unions on their plans. Most of the com- 
panies in this group, 41 (19 per cent), 
merely agree to continue the plan, while 
only 16 firms, or 7.4 per cent, have made 
the complete plan a part of the agree- 
ment. Thirty-one companies, or 14.4 per 
cent, de not have a union in their estab- 
lishments. 


@ THE INLAND MARINE INSURANCE BUREAU is now issuing new policy ‘ 


forms and rates coverin 
coverage is expected to 


the transmittal of securities by ordinary mail. This new 
popular with banks and brokerage houses because it will 


enable them to save the high cost of government registered mail and surcharges. Under 


the new policy negotiable and non-negotiable securities, except government 


be covered. 
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—News & Previews of Insurance Trends (White & Camby, Inc., New York, N. Y.) 11/14/49 
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T= worst fire year in United States 
and Canadian history was the year 
1948. The National Fire Protection 
Association annually compiles a record of 
fires causing losses in excess of $250,000, 
and never before has North America 
suffered so many fires above the quarter- 
million dollar mark. Even in 1946 and 
1947 when we had the tragic disasters of 
the La Salle and Winecoff Hotels and, 
worst of all, Texas City, there were not 
sO many separate fires involving property 
damages of this magnitude. 

Management should study this fire 
trend. 

The trend in “‘large loss’’ fires has been 
consistently up since the NFPA initiated 
this annual study of large loss fires in 
1931 but has been particularly alarming 
in the last three years. In 1946 there 
were 187 major fires, 202 in 1947, and in 
1948 there were 268 major fires. 

The total estimated dollar-loss from 
1948's 268 “‘large-loss” fires was $141,- 
497,000, about 18 per cent of the esti- 
mated aggregate fire loss in the United 
States and Canada ($800,000,000). It 
may be estimated that these 268 fires, 
which caused just less than one-fifth the 
total fire loss, represent only about four- 
hundredths of 1 per cent of the total 
number of fires that occurred. 

Inasmuch as most of these fires oc- 
curred in industrial and commercial occu- 
pancies it gives us good reason to ponder 
the question of whether we are letting 
down our fire defense in our large enter- 
prises or not. 

Ninety-two out of the 268 fires oc- 
curred in manufacturing plants. Out of 
these 92 plants destroyed in these major 
fires, 51 per cent were in towns having 
under 10,000 population (31 cases) or 
outside city limits and in unincorporated 
localities (16 In these locations, 
where public fire protection was either 
totally unavailable or not suitable for in- 
dustrial plant fire defense, 84 per cent 
of the properties were not protected by 
any form of automatic protection. 


cases ) 
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Are We Relaxing Our Industrial Fire Defenses? 


There was no evidence of intentional 
arson affecting manufacturing plants, 
though owner neglect was present in 56 
per cent of the 92 manufacturing fires. 

Delayed detection occurred in 47 per 
cent of the fires. Delayed transmission of 
the fire alarm was manifest in about 23 
per cent of the cases, mostly caused by 
the tendency of employees and watch- 
men to fight the fire with hand extin- 
guishers before calling the fire depart- 
ment. 

Horizontal fire spread was affected by 
lack of fire division walls to segregate 
special hazard areas in 50 per cent of the 
92 manufacturing fires, by unprotected 
ordinary doorways in firewalls in 32.6 per 
cent of the cases, and by unprotected 
stock conveyors, machinery shafts, etc., in 
14 per cent. 

Vertical fire spread in 45 of the multi- 
story industrial plants that burned was 
influenced by failure to enclose stairwells 
(67.4 per cent), machinery shafts (32.6 
per cent), or elevators (28 per cent). 

No watch service was provided in 
almost half the cases of industrial fires 
during non-operating periods. Non-stand- 
ard watch protection was used in an addi- 
tional 25 per cent of the non-operating 
plants. Lack of proper performance of 
watchmen was noted in 27.3 per cent of 
the cases in which watchmen were in sole 
charge during the blaze. 

All this adds up to the fact that many 
industrial plants are failing to place 
proper emphasis on fire prevention and 
fire protection. 

It is not by mere luck that many com- 
panies engaged even in the most hazard- 
ous of operations have enjoyed immunity 
from serious fires for a long period of 
time. These good fire records are due to 
proper fire defenses and effective organi- 
zation of employees for fire safety. 

Fires in most industries are unusual 
and unexpected. Any individual plant 
executive necessarily has limited expeti- 
ence in dealing with them, yet he must 
understand the general principles of fire 
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control.* It’s too late to improvise fire- 
fighting strategy when fire breaks ont. 


The general principles of fire control, 
in their broad outline, are easy to under- 
stand. Limit what there is to burn. Have 
water in sufficient quantity for putting out 
fires that may start (special extinguishing 
agents are needed for some types of fires). 
Most fires can be prevented through the 
maintenance of good conditions, espe- 
cially with respect to ordinary —_—, 
ing. Watchmen and alarm systems should 
assure prompt dealing with incipient fires. 

In thinking about your fire defenses, 
you should always start with the assump- 
tion that any building of a plant (or the 
entire plant) may be completely destroyed 
by fire under an adverse combination of 
circumstances. Therefore, the exact type 
of construction of a building is less im- 
portant than its arrangement (that is, the 
opportunities that are offered for the 


* It is comparatively easy for any executive to set 
up fire dolonee plans if he follows the information 
contained in Employee Organization for Fire 
Safety, available from the National Fire Protec- 
tion Association, 60 Batterymarch St., Boston 10, 
Mass., for 25 cents per copy. A listing of the 
current publications of the NFPA may be had 
free on request to NFPA headquarters. 


spread of fire from floor to floor, from 
one end of a building to the other, and 
from building to building). Stairways 
and elevator shafts must have enclosures 
around them to provide a positive separa- 
tion between floors. Horizontal spread of 
fire is restricted by limitation of areas 
between firewalls. Firewalls have fire 
doors where openings are necessary. Fire 
shutters, mets | glass and open sprinkler 
protection are provided. 

Naturally there is a practical limit to 
what can be done by these measures. Fire 
walls cannot be put in every few feet. 
Building construction cannot always be 
100 per cent “fireproof.” The method 
usually used to offset these limitations is 
the installation of automatic sprinklers. 
It has been estimated that about 75 billion 
dollars worth of property in the United 
States is protected by automatic sprinklers 
and that the fire loss on such property is 
not more than 10 per cent of what it 
would have been without sprinkler pro- 
tection. 

—By Percy Loss Control 
(American Mutual Liability Insurance 
Co.) October, 1949, p. 1:3. 


Survey of Books for Executives 


GENERAL AND INDUSTRIAL MANAGEMENT. 
By Henri Fayol. Sir Isaac Pitman & 
Sons, Ltd., London, 1949. 110 pages. 15s. 


Reviewed by Luther Gulick* 


All students of administration and man- 
agement are indebted to Isaac Pitman & 
Sons for a new printing of Henri Fayol’s 
pioneer treatise Administration Industrielle 
et General, which first appeared in French 
in 1916. This new English translation is by 
Constance Storrs. The book is a distinct 
improvement over the earlier English edi- 
tion, which appeared in 1929 and has long 
been out of print. The present volume is 
not only attractive and easy to read, but 
follows current English and American ter- 


a Institute of Public Administration, New York, 
¥. 
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minology. For example, Fayol’s hierarchte 
is translated into Mooney’s “scalar chain,” 
and corps social becomes the “body corpo- 
rate,” though I should prefer “social or- 
ganism” as the rendering. 

The foreword by L. Urwick is a distinct 
contribution, particularly his discussion of 
the terms “management” and “administra- 
tion,” which latter term he suggests as a 
translation of Fayol’s word administration 
both in the title and throughout the book. 

Fayol’s purpose in writing this treatise 
was to demonstrate that formal education 
in administration in school, university, and 
technical schools is both necessary and prac- 
ticable. The work was conceived in four 
parts : 


Part I. Necessity and possibility of teaching 
administration 

Principles and elements of admin- 
istration. 


Part II 
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Part III. Personal observations and experi- 
ence. 
Part IV. Lessons of the war (1914-1918). 


This book contains Parts I and II; the 
remainder was never composed, though 
Urwick in his foreword indicates with ex- 
tensive quotations from Fayol’s other writ- 
ings some of the materials which would, 
no doubt, have been included. 

A rereading of Fayol’s writings at this 
date convinces one again of two things. 
First, it is a good thing for one to re- 
examine the classics from time to time. 
The true meaning of pioneer thinking and 
writing emerges only as a document is 
restudied against the background of a 
growing world with: its changing facts and 
its developing theories. Sec ond, the Fayol 
analysis is such a “classic.” His work stands 
almost by itself at the headwaters of one 
of the three great complementary streams 
of management philosophy, of which the 
two other primary streams stem from the 
thinking and experience of Taylor and 
Mary Follett. It is probably true that all 
modern Western philosophies of corporate 
administration are colored by the capitalist 
entrepreneurial system within which Fayol, 
Taylor, and Follett; Mooney, Urwick and 
Barnard; Mayo, Roethlisberger, and Simon 
have worked.* However, Fayol, Urwick, 
Barnard, Cleveland, Willoughby, White, 
Dimmock, Gaus, Macmahon, Millett, Si- 
mon, Appleby, Hoover and the Roosevelt 
Commission on Administrative Management 
had important experience in the public 
service or have devoted their main analysis 
to “public” administration in an environ- 
ment of social ends rather than of private 
profit. 


Those who are certain that Fayol be- 
longs to the old school, should note his 
comments on equity, initiative, esprit de 
corps, the working team, organization as a 
social fact, and the nature of “principles” 
in administrative theory and education. 
With a little legitimate exegesis, much of 
the doctrine of the sociological and psycho- 
logical schools of administrative analysis 
can be found in Fayol—though the empha- 
sis is different, and the great faith in 
democracy, which dominates the thinking 
of such philosophers as John Dewey, is 
hard to find. 

Fayol was not a gifted or lucid writer 
by nature. His essays were scrappy, often 
little more than notes. This fact is glossed 
over in the new English edition, partly by 
the skill of the translator and partly by 


*See Wallace Sayer, Public Administration 
Review, Vol. IX, Number 1, p. 45. 


combining in single paragraphs as many as 
a dozen of the numerous short paragraphs 
of the original text. But Fayol, unlike most 
writers in the management field, defines 
his terms at every turn, and illustrates his 
*ideas with specific tabulations and forms. 
When he says that looking ahead systemati- 
cally on a coordinated basis is the first 
element of general administration, he pro- 
ceeds to give the forms and procedures 
which he used for planning in a large 
metallurgical corporation. Thus Fayol 
achieves a clarity of exposition which is 
almost unique in management literature. 
It would be difficult to name Fayol’s 
major contributions to the philosophy of 
administration. But high in the list every 
student of administration would note: 


The insistence that there is a function 
of general administration which may be 
seen in daily life, business, the church, 
philanthropies, and the state; 

The effort to define this function, by 
a description of its constituent elements ; 

The insistence and demonstration that 
men can be educated for general admin- 
istration; 

The concept that the importance of 
administration rises with the size and 
complexity of an enterprise and with 
the levels of the scalar chain; 

The effort to formulate a general 
theory of administration to serve as a 
basis for education; and 

The special emphasis on “prevoyance,” 
that is looking ahead, making coordi- 
nated plans and establishing goals and 
standards. 


Though Fayol is generally referred to as 
one who tried to evolve a “scientific” theory 
of administration, it is to be noted that 
he thought of his ‘ ‘principles” not as final 
or comprehensive in nature, but rather as 
hypotheses presented on the basis of his 
own limited experience for purposes of 
“general discussion” (pp. 19, 41). agg 
over, to him management was equally a 
art. As he says, “there is nothing rigid or 
absolute in the subject matter of adminis- 
tration; it is all a question of proportion” 
(p. 19, from the original, Fayol’s empha- 
sis). It would therefore seem that Fayol, 
in company with most writers on admin- 
istration, has had greater success in secur- 
ing the circulation of his schema than in 
giving currency to his reservations and 
conditions. The new printing of Fayol’s 
basic text will serve to correct this and 
give every student of management an easy 
opportunity to think through for himself 
the rich texture of Fayol’s analysis. 
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